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Forewoc.i

in Alask, Cic greatest obstacle to equal educational

opportunity may exi:A. '.7)ec3u5e of interTsykem variations and

inter-region variations.' Littance in 1;:la_ska_LL__

An Ov,?rview of Current issues, Sources, , Distribution of Funds

tor Public Elementary and Secondary Education. p. viii.)

The need to reduce ol eiimLiaLe the inte0-re-qoa variations

among school districts is recognized,in th. Puolic School Foundation

Program (PSFP) since it contains a pro,tision whereby schdol districts

in rural and isolated areas may qualify for additional funds to meet

their higher oDerating costs. The PSFP factor which makes the ad-

justment fordifferent cost-1; in different are.mi of'the state is

cal7ed the instructional unit allotment.

r'How well the instruccional-unit allotment achieves its purpose

of 4.-eduring inter-region variat:ions has been a continuing concern

to :-.11 pers,ons and agencies 'responsible for equitable,funding of

echication programs in Alaska's public schools. 'r:his concern became

more intense duriag the past year due largely to the formatIon of

21 Regional Educaeion Attendance Areas whose 1976-77 srate oid would

he affected by the instructional unit allotment. City and borough

diutricts were equallx concerned about the validity ot the instructional

unit allotments. (See Jhihit 1. x..for a map which how

thL instrit'tiom:1 unit allotments are applied across the stat.-.)



Becaei.e of the'i:e concerns, he Depac.:ment of Education asked

the'staff of the Alaska School Finance Study at the Center ior

Northern Educa.Eional Research (CNER)to move its planned examination

of the instructional unit allotments ahead several months. In thi

way, results of the examination would be available in time for ad
,

ministration and legislative consideration of statutory changes in

the PSFP if changes were indicated. Because of the limited time

available, and because an analysis af cost of living indices in

.Alaska Was required, CNER enlisted the aid of the Institute of Social

and Economic Research (TSER). The-cooperativelydeveloped research

design called for an examination of relationships among (1.) the

cost.of living, (2) instructional unit allotments, and (3) school

operation costs., in Alar,ka. This report is a result of that examina

tion.

The primary.author of this report was Michael J. Scott.,

assistant professor of economics at ISER. Lee Gorsuch, ISER director,

wrote:the introduction. Many others assisted in this project (see

AAnowledements) by providing related information and data and by

.reviewing early drafts.

Although the subject of this report is generally limited to the

instructloual unit allotments, it also raises questions about other

feat.ures of the Public School Foiindation Program, most notably the

.jefinition of hasic ne,,d, and the relationship of a noeded cost of

4



A education index to thi:. :lefinition, The many ;idditiOnal Ilnes ol

inquiry sug)ested cy this report also lend ,2.redihilitv'to the

importance or the Alaska School. Cinance Stu:lv, and to the issues

raised n Report No. 1 of the study.

Alaska's public school students deserve. 2n education second

to n ne in the hat in. It'is hoped that this report will make a

modest cohtr.ibution toward that goal.

E. Dean Coon
Assistailt Director
Center for Nortilern4
Educational Research



ACKNOWLEDGEMENTS

A greAt many persons and agencies provided data or background

information for this publication. These. included .Ms. Christy Miller,

Alaska Automobjle Association, Anchorage; Mr. Bruce Carr; State Division'

of Personnel and Labor Relations, Juneau; Ms. Joan Ray, State Division

of Energy and Power Development (formerly, Alaska Enefgy Office),

Annorage; Mr. Peter.Eckland, State Department of Highways, Juneau;

Mr. Tom Curry, Blue Cross Washington-Alaska, Seattle; Mr. Dorald Fridley,

Anchorage--; Dr. Dogiald M. Dafoe, University of Alaska, Retixed; Mr. David

Jollie, Bureau of Indian Affairs, Seattle; Mr. Ferguson, Standard Oil

of California, Anchorage; Ms. Susan Sullivan, Anchorage; he staff of

HUD, Anchorage, especially Mr. Al Robinson; Mr. Bob Olsen, First Federal

Savings and Loan, Anchorage.

A number of persons reviewed part or all early drafts of the manu-

script and provided editorial suggestions. These included George Rogers,

'Arlon. R. TUssing, and Lee Gorsuch of the Institute of Social and

Econcmic Research; Jerry Waddell, E. Dean Coon, and Anne E. Just of

the Center for Northern Educational Research; Jack Penrod, Bill Thomson,

cr,
and Aat Cole of the Alaska Department of Education;.and Tom Foote of

Stanford University.

The following perl4ons helped with the research and preparation of

6



various drafts: Anne Just did much preparatory research and made

contacts with-Several sources; Jerry Waddell compiled the

basic expenditure data fOr Chapter Three; Mary Ann Vandecastle did

most of the computations and prepared several of the Tables. Typing

and proofreading was done by Darla Slyer at the Institute of Social

and Economic Research and.by Ruth Clavinovich and Irma Jean Stichter

of the Center for Northern Educational Research.

All of the above are acknowledged with thanks, but thiS report

and its accuracy remain the responsibility of the author.

Michael J. Scott
Institute./bf Social

ynd.Economie
Research



TAB11: OF CONTENTS

Chapter Page

Foreword

AAnowl.edgements

Table of Contents
vii

List of Tables

Fxhibit 1 - Map of Alaska School Districts
and Election Districts xii

Introduction

1 A Short History'of Instruct,ional Unit Allotments
in theToundation Program 1

Introduction 1
Pre-Foundation Program 2

Foundation Program 7

Summary 19
Footnotes 21

Comparison of the Instructional Unit Allotments
with Available Alaskan Interregional Cost of
Lit'ing Indices 24

Introduction 24
Theoretical Problems,ef Indexing for

Cost,s of Living 25
Practical Problems of Indexing 29
Housing 37
Heating Fuels and Electricity 42
TransOrtation 49
Clothing and Furnishings 56
Personal and Meilical Care 57
Recreation, Reading, Education and

Other Miscellaneous Expenses. 60
Social Security, Disability Payments,

and Income Taxes 60
Faoily Budgets vs. Instructional
Unit Allotments 61

Indi-ces Prepared hy the State
(iovernment 63

Private Pay Differentials 71-
Summary 75
Footnotes 7./

8



Chapter Page

Comparison of the Instructional Hnit Allotments
and Cost ofliving with Actual Expenditures
for Fducati-on 81

Introduction 81
Expenditures on Education vs.
Cost of Education Units 81

Expenditures per ADM vs. Instructional
Unit Allotment Index

Expenditures per Instructional Unit
and Foundation Aid vs. Instructional
Unit Allotment Index 88

Local Spending 99
Regular Instruction 96
Plant Operation and Maintainence 100
Plant Operation and Maintainence vs.

Regular Instruction and Tax Effort 106
Summary . 107
Footnotes 109

Summarv of Findings and Conclusions 110

Findings: History of Instructional
Unit Allotments. 112

Findings: Cost of Living 115
Findings: Relative Expenditures and
,instructional Unit Allotitents 118

Alternative Approaches to Problems
Raised 122

Advantaes and Disadvantages of
Alte,:natives 125

Conclusion 126

.Appendices

A - Supplcmentary Tables
R Bibliograpnv
C Rektted Correspondence

9

127

137

146



Tzth I es

No. Title Pave

1.1 U:strict School Average ExpeLditures
(Less Capital Ou 1a and Debt Service)
per ADM as a Perc t of Anchorage

1.2 Total Expenditures (12'ess Capit'al Outlay
and Debt Servicel/ADM 1967-68 and 1968-69
School Years

1.3 flistrict Schools: Average Expenditures
per ADM as a Percent ofAnchorage

12

14

18

2.1 Major Expen6iture Categories in the Afinual 31
Budgets for'Four Person Families, Anchorage,
Autumn, I07S

1 "1 Alaska Food Price indices, June-July 1976 33

2.3 Division of Personnel and Labor Relations 40
1976 Housing Survey Results

,

1 Fleetr'ic:tv Prices, 500KWH/Mo. Ilse, and 43
Fuel Prices

Shelter Cost, Index

Alaskan Air Fares and Air Feight Rates,
July 1976

TranSportation Cost index, 1976

2 .8 Air Fec..i,..2,ht Costs and Household Furnishings

and Operations Indices, 1976

Ilypotheticl tederal and State Income Taxes
Paid by Instructional Staff on Average
Incomes, 1975-76 Fiscal Year

46

53

58

62

2.10 Construc.ing the Composite Total Consumption 64
Index (or Sciioo I DisCricts and REAA's

1 )



1 I 

t!.. 

1ss 
Is 1-tH. 

1.1 1 
! I 

II 1 1' 't 

r110 1i.,1,1s,-:11 ' 

1"t1 I ;-/S."--1dX:II 

.1 t Ull I II,JO I -I 

t; 1 

.;01 111111 rut)) .1;)t:_t ' UI 
I Cu() 1q1.11,...,;tt; r /11,-)s1 nut 

CIII E1.1(1 1. .-,ritt :,;t1i, .1 .; --;.).:11 I L's.1 1 10 

1 

.,,)!!J 

1.) 1Ii I u...)1.1 

;ITLII1c, I 

It: 

;1.:.1I!I-4(.) I I ,,,!! ,!; Hi! I 1!11C I :,r,.1 -!I.11. 

iii i,!1101..;,, .1-;1!.1 I t, 11,)1,.,)klY1 

!!!!!Vst011tIOI I \,,! 

-1;tiC .1 --A.! I ' kt.IV I Ii ; 

.-1../ t- ti I U 111 [111,111.'s: 

'1_61 1 

:.; 
II 

It I. tlj I Iti..11:111,1.1.1,,,1 1!%1,,11,7!) 

I I, I 1(1 .t1I111;111.2S .411! jS 

;!.111rt',11!1' 1!..-!(1 1.1:!!1!!-1.' V ..1(1,.1 

IIIIIUI) ,1 .1 
, 

.)1.1 

IL! !,..11:1;!1:111,...; 

ON 



1^

, : ;r1.:

i ct ':'.! 'L; ,

i.)wc.nti; . :

t

11:1

ih7 1 1. I I

ivi. ICr..i

1:1 , J-.5



t 1 '.1ap of Alaska School Di.$tricts

and Election Districts



c7006,,,25

yo

oY
laog

ittiuk.707

s&
t.terficipfr,k

creksi,viveurf

1/00/(15'

.9,74t/Piir

Ikk0(.1.7

18/

7

tf)Isifit

lootior

alvif

slo011as

4ro

ivalite,01



INTRODUCTION

It is generallyaceepted that it costs more to live in Alaska

than elsewhere in the United State.S. For those who live in Alaska,

it is no news that the costs of living in the state have increased

substantially over the past several years, and not necessarily in

any fixed proportion te what it would cost one to live in other

areas of the nation. Similarly, Jle cost for one to live a particular

lifestyle n different areas of Alaska also varies. Indeed, based

on the evidence available, the "cost of riving" differences within,

Alaska are greater than the differences between Alaska and the lower

fortyeight states.

Both the federal and state gr -,:riments recognize this "cost

of living" disparity and, consequently, propose various policies

and guidelines to adjust programs and'salaries accordingly. Because

the effects of high inflation experienced by both the state and

nation in recent years are unevenly distributed, it seems appropriate

for the government to periodically assess, if not continually monitor,

changes occurring in the cost of living.

The United States Government does monitor changes in the "cost

of living" throughotit the nation through the use of a Consumer Price

Index, (CPI), updated monthly by the U.S. Department of Labor, Bureau

of Labor Statistics. Changes in the CPI for major cities of the

1
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United States are reported quarterly and intercity cost comparisons

are made annually. Unfortunately, for Alaska, only one city,

Anchorage, is currently included as a. CPT reporting unit.

In the ab:,ence of having other national measures to discern

cost of living difference among Alaska's cities and regions,

varioUs state agencies have constructed and use various "cost of

living" indicators. One such agencyr-is the Alaska Department of
r'

Education, which inherited froA Te4ritorial days a percentage

allocation formula for distTibuting state school funds that re-

cognizes regional cost of living differences. This feature has

been continued, although modified, and exists today as the ln-

structional Unit Allotment in the Public School Foundation Program.

Although the following report- constructs a "ost of livire

(ol consumption) index and compares it to other "cost of living"

meastres or nliowances presently used by the state, the primary .

focus of the study is to examine the relationship of the "cost of

living".allowances used in the Alaska School Foundation Program to

the actual cost of providing educational services. Despite the

primarrTurpose of ihe study many readers may inadvertently mis-

use the index and overlook the central thesis of the study, pri-

marily because of the couflk;ion which exists betw's.en "cost of living"

differen,!os and cost differences. Underlying the confusion is a

perva:;ive misunderstanding or what a "cost (7,f living" index is,

17



41.

and a lack of appreciatibn of how iL can be apprwriately used. We

hope a brief introauction to the cost of living concept can clarify

any initial misconceptions and place the following report in its

proper context.

A "cost of living" index measures the relctive costs for an

average family to live in various localities. A detailed budget

is prepared for an average family. The budget reflects how the family

spends its income, i.e., what proportion of the income is spent on

what.ftems. Once thg ,budget is.prepared, specific locali:ties are

selected to determine how much it would cost to purchase the same

budget items in each locality.

The budget, or the primary categories of goods on which the

hypothetical family spends its income, remins unchanged between

places. Thus, the index measures relative pr. ,.!s for the same

"bundle of goods." It does not measure how much it actually costs

people who live in the different localities to live there because

each family mcy spend their incomes differently. In such instances,

a family's "cost of living" depends on how they spend their income.

Cost of living indices, as they are generally constructed,

require a standard budget of a typical family reflecting a single

lifestyle. It is probably impossible to construct one index which

accounts for Alaska's cultural and lifestyle diversity. Indexing

-XV-



simply requires a standard unit and anyone who uses an index mUst

be fully aware that the index homogenizes-any diversity, cultural

or otherwise, into a standardized average.

Given the above explanation, if there is any relationsKip be-

tween 'a "cost of living"-index and the actual costs of providing

educational services in public schools, it will not be a relatiOn-..

ship based on logic, but rather one which by definition exists.

Thus, a school "spends what it gets," and since-"what it gets" is

determinedin-part by some arbitrary ''cost.of living" allowance,
7

a relationship betweeet the two exists.

Logically, to construct a means to account for cost of education

differences in allocating school funds would require that a "cost

of education" index, rather than a "cost of living" index, be con-.

structed and used. Just 'as a
II

cost of living" index requires a

defined and.standardized unit 'rlf measurement (the average family

budget), a school index would also have to define a standard unit.

And, as with "cost of living" indices, a "cost of education" indox

would not reflect what it costs a locality to educate its children

(for each locality may choose, if it has the option, to spend its

school r-enues (1ifferently), but the index would reflect what it

would cost to purchase a "standard education" in each locality.

19



4.

We hope the following report will not only serve as a

tymporary expedient, hut will also contrThtite to future dis-

csions on how the state can mo13t appropriately allbw for

regional differences in the cosc of providing,education'al.

services:

t

2 (1

Lee Gorsuch
Director

_Institute of Social
and Economic Research
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CHAPTER 1

A Short History of Instructional Unit

Allotments in the Foundation Program

Introduction

It has long been recognized by Al(Iskan residents that the r.osts

of living and doing business in tne state Very substantially, depend-

ing on location within the state. In the urban southeast region,

southcentral region, and Fairbanks, these costs are high relative

to the Lower 48.
1

In the rural areas, much of the interior, and in

the north and west, costs of purchasing the same goodS andrservices

as Lower 48 and urban Alaskan residents buy can become astronomical.

In addition, the costs of operating school systems are compounded

by problems of small populations frequently spread over great dis-

tances; isolation of the whole school.system from cheaper surface

transportation, forcing more frequent reliance on air; isolation of

individual schools, precluding efficient sizes f buildings and uti-

lization of staff; and more severe climatic condktions in some cases,

which cause a myriad of heating ard maintenance problems.

In recognition of the differences in operating costs associated

with dif:Jerent locations, the laws of the Territory of Alaska, and

later the State of Alaska, provided for differences in the level of

funding which each local school district received from the state to

reimburse an increasingly large part of its operating costs. This .

-1-
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chapter of this report addresses the methods by which the state has

adjusted the basic schOol allotment for the differences in operating

costs associated with geography. The reasons for the changes in

these methods are not always el:N.3r, since it appears that legisla-

tures have been more interested in the proportions of operating ex-

penditures fLnded than in worrying about why the perating expendi-

tures varied in the first place. However, since +equity in funding

and the adequacy of those locational differentials to support opera-

tions have become an issue, it is worthwhile to examine the history

of the differentials -. see how thc current differentials arose.

Pre-Foundation Program 2

The original idea for intrastate adjustments in School funding

for the cost of living or the cost of doing business in different
=4

regions of Alaska has not been found; however, it appears that in

Territorial days, prior to Prohibition, the major source for funds

of the organized school districts was provided by 25 percent (after

February 6, 1909, 30 percent) of the Alaska Fund, which conoisted

of "all moneys derived from and collected for liquor licenses, oc-

cupation, or trade licenses issued for areas outside incorpo2hted

towns in the Districts of Alaska", plus 50 percent of these license

moneys collected within the incorporated limits.
3

At that,time, the

Territorial Legislature was prohibited by its "Organic Act" from

passing laws relating to the establishment and the maintenance of

2 2
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schools and from appropriating territorial money for the support of

schools. In March, 1917, the legislature was permitted to fund

schools for Lhe first time, anticipating the onset of Prohibition

in 1918, which was to remove the only source of funding for,rzhools.

The Third Session of the Territorial Legislature passed several

school-related acts, including one which provided for reimbursement

of 75 percezt of actual. expenditures for maintenance of schools,

and one which allowed the incorporation of school districts outside

incorporated towns to levy and collect property taxes up to.ten mills

on real property, passed for the benefit. Of Anchorage and Nenana,

both government towns at that time.4

In the Biennial Report of the Commissitoner of Education for the

biennium ended June 30, 1920, the first reference is made to differ-

entials in reimbursement of school districts based on differences

in cost of living. The report contains a recommended annual salary

schedulc for the school year 1920-21 for the four Judicial Divisions

as follows: 5

1st Division (Southeast)

Elementary
Teachers

High School
Teachers

$1,350 $1,500

2nd Division (Northwest) 1,550 1,700

3rd Division (Southcentral) 1,450 1,600

4th Division (Central) 1,650 1,800

2 3

-3-



In recommendjng finimum and maxit,um teacher salary ranges in the

Biennial Report for the bienhium ended June 30, 1922, the report

note,.I in part:

There is justification for a difference in t-.e
salaries of teachers in the different sections
of Alaska. In recommendiu salaries, the de-
partment has taken int') consideration the

,
varyini_i, costs of transportation and living.
(Emphasis supplied Imy present author.)

In light of later differentials, tbese may seem exceptionally ow,

however, during thoe years ab:ut 43 percent o: the school listr.icts

o.ts;de of incorporateci. to.ns provided -eacher living quart-ers, end

there may have been a less obvious difference between urban and

rural areas in costs of living than e:dsts tod
7

7.

The recommended minimum s1 tv :_;chedule changej from -r-ime

1,Lt the Aifferentials on the four judicial eJL-

o i oii. not change substantially. Southeast fl.laska (1st Diviz7ion)

ww.;:niways the base, Southwest and :J)uthcentral (3rd or South-

sentr,:] Di_vi_sion) pot an intermete amount, al-out five to ten ser

cent alsove the Scutheas-1:., a rid the northwest (Snh _on) and

Fairbanl:s an] the Interior (Lth or ,Thntral Divir,ion) -(t en elle:a-

lion of 12 to 25 percent above Scitneast. Certain ether change.; in

the reimbursement f rmulas altered the actual Fudt received.

1214-2, For example, translsortation cf Tupils within listr:7--

Is eat

yi. h
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austment

7 :io.i::iheocllouat'ce

-Ye, Haily meml or:

Dr' "attenoance center", to account
s,:pervisorv survice and extra costs associated
maintainini several. remote schools,' ,:1,00C.

=Y.- (compiled from a schedule of an

.ilipwanse profes.;ional workers based on numbers
roughly th- sama as toay's instfue-

tinal ubit), in the ::;outheast Livision,

17,outbccntral, 70,0,7) in the Central,
. -"

,

-Csreui consideration. c: fhe economic data avail-
ale, including corrections for differences in
cost of living already in existence in the schoo:.
inance formulae, the Ward index of consumer prices

in Alaska, studies by Professor George Rogers of
the Universit,y of Alaska, differentials for Federal
employees, and studies by the U.S. Department of
Labor, Bureau of Statistics, have convinced the
t.onsultants that no,better basis is presently avail-
able for standardising correction factors on a
regional basis than the presently used judicial
divisions. The best standard approximation of
these differences is about 12 percent for each
step from the Southeastern to the South Central,
tc the Centra:, tc the Northwestern .7udioial
District. The adjustments recommended for the

unl:. when taken with the fixed allocation
per _____ati., .377,01:7;T: to about a 12 percent correctiPn

:li.3tnict, additive from Southeast to
Tr.e:;c,r17.
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Also with respect to regional adjustments, the report recom-

mended in an alternate plan that the cost of financing the (then-

existent) state salary schedule could be comput2d for each district

and for the state-operated schools by location, and tha.: tlat cost

be added to other items to determine basic need. The )lotment per

pupil, it was then recommended, should be regionally $140

per pupil in the Southeast, $150 in the South Central, and $160 in

the Central and Northwest judicial Divisions, with a siwle amount

being allocated for each separate school, or "attendance center,"

with 02,000 for elementary schools, $4,000 for high schools.

As actually adopted in Chapter 164, SLA 1962, the regional

adjustments and Foundation Program (the term was first used ;.n the

advisory study) were a hybrid of existing programs, new id,:as, and
.

the report's primary and alternate recommendations.J The taching

units were computed as recommended, but additional units were al-

lowed for administrative expenses in districts over 600 ADM;

secondly, for districts over 700 ADM, one additional teacher unit

was allowed for a principal in buildings with eight or more class-

rooms, and a vice-principal in any school with 24 or more classrooms.

Instead of the 20 percentage points regional adjustments which had

existed previously, the total cf teacher units was multiplied by the

average teacher salary in the district to get the teaching allotment.

The 'Jat $i 00 per attendance center was adoptee from 7:he primary

recommendations, a7,(1 the :140, and $150 per ADM on the student

-9--
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al.)tment from the alternate recommendations, with the exception

lqat the-part ,_)f the Southoentr.11 District to the west of 152° West

Longitude_(basical3y, Southwest,Alaska) was included in the $160

region. Local tax effort required was set at 3.5 mills, and the

ten percent local cost adjustment factor waS not adopted.

Several adjustments to the funding formulas were adopted be-
,

tween 1962, when the original Foundation Program was passed into

law, aLd the next majcr revision in 1970. 20 In 1963, additional

teacher units were authorized for special education; and in 1966,

kividergarten pupils were counted in Average Daily kembership for

the first time, with two kindergarten ADM equivalent to one elemen-

tary pupil ADM. In 1968, the old ADM allotment schedule was revised

upward, but not proportionately. Whereas the previous program had .

authorized $140, $150, and $1'60 per pupil in the Southeast, South-

central, and Central-Northwest Divisions, the new schedule shifted

upward by a flat $15, reducing the relative increments from 7.1 per-

cent to 6.5 percent, and from 14.3 percent to 12.9 percent. By,Some

additional terms of this law (Chapter 125, SLA 1968), provision was

made for some of the small districts, and districts lacking in local

tax resources which had loeen ignored when the recommended adjustment

for tax effort increments over 3.5 mills was not adopted in the 1962

act. A complicated formula distributed an average equivalent addi-

tional $15 per pupil where size or availability of local resources

3 0
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led to (L-:;:arities. For districts with ADM over 600, the formula Was

$15 per ADM
Supplemental Allocation ,

lDistrict Equivalent Valuation per Pupil
Statewide Average Equivalent Valuation
per Pupil)

For distri 's with below average valuation per pupil and below 600 ADM,

Supplementil _ $15 per ADM
. x (1.10) x (600-District ADM)

Allocation (DistrictsEquivalent Valuation
per Pupil ÷ Statewide Average
Equivalent Valuation per Pupil)

In 1969, two changes were made to the,Foundation Procram. The

first removed the requiremt for local effort.
21

This had the ef-

feet of increasing allocations to all districts without reference

to their ability to pay. However, this did not change the implicit

regional cost adjustments. In addition, special help was provided

for school districts impacted by state activities where pupils'

parents or guardians lived or worked on state property not taxable

by the district.22

The effect of the regional cost adjustments cannot be separated

from the effects of Zhe rest of the funding formula and locel 7ffcrts.

It is worth noting that in a majority of cases, spending per pupil

increased relative to Anchorage (Table 1.1) during the period 1962-69.

Since the Souheast Division was still considered the least expensive

in which to operate a school, and state funding reflected.this, it

is not surprisin that most districts in this Divion

31
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District

Table 1.1

District Schools: Average. Expenditures
(Less Capital. Outlav'and Debt Service)

per ADM as a Percent 'of Anchorage

1963-64 1966-67
through through
1965-66 1968-69

Anchorage
Bristol Bay
Cordova
Craig

--, Dillingham
\N

\Fairbanks
Galena
jiaines

H-66-Trel,

Hydaburg

Juneau
Kake
Kenai
Ketchikan
King Cove

Klawock
Kodiak
Matanuska-Susitna
Nenana
Nome

North Slope
Pelican
Petersburg
Selawik
Sitka

Skagway
St. Marys
Unalaska
Valdez
Wrangell
Yakutat

1968-69 only

100.0, 100.0
130.6 154.8
82.6 90.5
116.8 142.2
125.0 128.2

114.4 121.7

116.8 98.0
97.0 100.2

113.4 103.1

88.1 97.9
111.8 100.0
113.3 114.0
81.0 90.4

108.3 102.2

117.9 109.6
90.4 97.5

125.0 131.3
112.8 124.9
91.6 97.7

---
112.6 112.6
90.7 90.9

89.4 93.6

109.3 107.0
62.6*

86.2 104.1
117.6 122.8
90.4 94.7

105.3 143.8

Source: Department of Education, Annual Reports.



howed expenditures per pupil less than that in Anchorage. Only a

few districts spent significantly more per pupil than Anchorage did

over the period. It is not certain whether this occurred entirely

because of lack of local tax base (several districts increased ex-

penditures significantly after the funding increase, and removal

of the required-effort clause in 1969), or beCause costs were not

as far above Anchorage for similar programs as commonly supposed.

See Table 1.2 as an example of the uneven increase in expenditures

when funding periodically increased, as it did with the increase-in

23
allotments in 1968.

In 1969, a second major study of the Foundation Program was

4conducted with the support of the U.S. Office of Education.2 The

research was undertaken as a result of two events in 1969. The

first was that "the U.S. Congress and Alaska State Legislature had

eliminated two deduction factors that had provided elements of

equalization among districts." 25
The second was the increasing level

41

of state participation, which indicates that perceived inequities

26
still existed. The final report was published in January, 1970,

and included as one of its recommendations

That the state adopt an equalized percentage
method for determining the state's share of
operating revenue for the basic program for
each district. (Emphasis supplied by the
present author.)27

-13-
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:Fable 1.2

Total Expenditures (Less Capital Outlay and Debt Service)/ADM
1967-68 and 1968-69 School Years

School District 1967-68 1968-69

Anchorage $757 $874

Bristol Bay 1,405 1,277

Cordova 707 824

Craig 1,144 1,285

Dillingham 1,082 1,206

Fairbanks-North Star 928 992

Haines-Pt. Chilkoot 792 714

Hoonah 752 865

Hydaburg 899 712

Juneau 795 776

Kake 706 1,040

Kenai Peninsula 869 978

Ketchikan-Gateway 701 .818

King Cove 925 7§3

Klawock 875 1,059

Kodiak Island 761 928

Matanuska-Susitna 1,039 1,102

Nenana 955 1,059

Nome 767 824

Pelican 795 1,284

Petersburg 709 785

Sitka 685 896

Skagway 877 940

St. Marys 547*

Unalaska 691 1,052

Valdez 1,021 1,054

Wrangell 669 784

Yakutat 1,246 1,025

*Half-day kindergarten

Source: Department of Education, Annual Reports.

-14-
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The study recommended d chdnge in the basic plan for financing
,

public elementary and secondary education, which would contain to

elements: a "standard" or "basic" educational program, which would

be supported by an Equalized Percentage Plan, and .a series of sut,-

plemental programs to compensate for unique needs of each district.

The report was confined to basic education. Further, on page 6 of

the Final Report comes this recommendation:

One element necessary for the achievement of
accountabirity is the determination of unit
costs for each program. Although such costs,
would tend to vary from program to program
and district to district, such variations
should be subject to logical explanation.

Had the report proceeded to recommend that cost of operations be

determined for program budget line items in different parts of

the state, true indicators of differences in the cost of education

might have been obtained.

In fact, however, the report recommended that "basic need" he

determined in dollars, not programs, and be derived from the number

of instructional units allowed for each district. The instructional

unit was dependent on ADM, plus allowances for special education and

vocational education. The schedules were similar to the old teaching

units schedules. Basic need was determined by multiplying the num-

ber of instructional units times the "base allotment." The report

then says:

The base allotment is Increased by percentage
factors, depending on variations in costs of
providing instruction in different parts of
Alaska.2

-15--



This seems clear enough, but perhaps because of the lack of suffi-

cient economic data mentioned among other data deficlencies, the

report recommended in its proposed legislation dollar increments

based on the Judicial Division boundaries included in the old (pre-

1970) law which work out as follows in percentage terms:

1. Southcentral, Southeast 100 percent of Base Allotment

2. Central 105 percent of Base Allotment

3. Northwest 110 percent of Base Allotment

4. Lack of access to Anchorage,
Fairbanks, or Ketchikan by
road, rail or ferry

Additional 5 percent of
Base Allotment

In the proposed law, these were called Instructional Unglt Allotments.

When the Advisory Council on State Financial Support
29

met to hear

the consultants' report, the Council changed the recommended language

to speak of the Instructional Unit Allotment as percentages of the

base instructional unit allotment, the latter zc be assigned- in a

separate section of the law. This may be the scurce of part of the

confusion over the proper regional adjustments, since the Council

said, in explanation:

The Council feels that Section 14.17.051, as
proposed, should be changed to reflect a base
instructional unit allotment and additional
factors for cost of living rather than fixed
dollar amounts. (Emphasis supplied by present
author.)3.0

36
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There was no accompanying justification for either the consultants'

or Council's set of numbers, but the Council did recommend a dif-

ferent set:

1. Southeast, Southcentral 100 percen-C of Base Allotment

2. Central 110 percent of Base Allotmen:

3. Northwect 115 percent of Base Allotment

4. Lack of access to Anchorage,
Fairbanks, or Ketchikan by

105 percent of Instructional
Unit Allotment (as determined

rail, road, or ferry above)

The Council's percentages.were adopted into law in 1970 (Ch. 23E,

SLA 1970), but it is entirely unclear what relationship they bore to

either the relative costs of operat!ms, or to the relative costs of

living. The average actual annual expenditures per student, and the

cost of service adjustment factor implicit in the Instructional Unit

Allotments are shown in Table 1.3 for the years 1971-72, 1972-73,

and 1973-74. The change in the funding sVstem, with Anchorage as

the new base, increased the relative level of expenditures per stu-

dent compared to Anchorage in every school in the state except

Fairbanks. On a per-student basis, the new funding formula and

economic conditions permitted or forced expenditures which were

higher than the regional adjustment factors alone would have indi-

cated. It may have been partly as a result of comparing actual ex-

penditures with the unexplained r-..gional. adjustments in the 1970

law which adjusted for "cost of living" or "cost of operations" that

ultimately led the Department of 'Enucation to adont as their ne-::

-17-



2.3

D'istrict Schools: Average Lxpenditure
per as a Percent 'Ancl:orare

Pistrict
1)71-

through
1973-71.

of

(.ervice

Adjustment

Anchorage 1,6e.c 100.0
Bristol Ba'; 177.9 120.75
Cordova 125.5 105,0
Craig 151.0 100.0
Pillingham 115.5

Fairbanks 113.9 105.13

Calena 155.9* 120.75
Haines 110.4 100.0
Hoonah '152.2 100. 0

Hydaburg 180.9 105.0

Juneau 90.1 100.0
Kake 155.8 100.0
Kenai 124.1 100.0
Ketchikan 101.1 100.0
King Cove 142.4 120.75

Klawock 107.6 100.0
Kodiak 127.9 105.0
Matanuska-Susitna 136.6 100.9
Nenana 175.8
Nome 140.2 120.75

North Slope 197.0* 120.75
Pelican 193.1 105.0
Petersburg 115.8 100.0
Selawik --- ---

Sitka 105.7 100.0:

Skagway 135.5 100.0
St. Marys 188.9 120.75
Unalaska 186. 120.75
Valde7 147.1 105.0
Wrangell 110.0 100.6,

Yakutat 19.5 105.0

f'1973-7i1 only
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:eport uf the Commi-::.ioher. 1-f.iennium Enj,e.:.June
1920,

Report of the n=m'ssioner of Education, Biennium Ended June 30,

is mav be where the precedent was established to Tay Alas;-:m
schools on a formul,; basis fr expenses other than salary.

;:f1r 7.e. schools acallY got less money than before. The most
vulnerable schools enrollment between 150 and 200 students.
There was also a change in the way in which enrollment was
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hct be =firmed.
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24. This Study was !one :nder the auspices of the Advisory Council
on State Fin..inc:Ial .')upport, an ad hoc connittee appointed by
Governor Keith Miller. The final report of the Advisory Coun-
cil, Alaska Department of Education, Final Rept_m_tand.Recommenda-
tions of the Advisory Counc51 on St2te Financial Suptort to
Public Schools, Juneau, Alaska, January 1970, contains the
study recommendations, p]us changes suggested by the Advisory
Council.

'S. Ibid.; "BackRround of the Study."

26. Ibjd.

27. Ibid.,

28. Ibid., p. 8.

",q. See Footnote 24.

30. Final Report, p. 19.

:1 See Alaska Department of Community and Regional Affairs, "Summary
of Administrative Changes," 1975.
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CHAPTER 2

Comparison of the Instructional Unit Allotments with

Available Alaskan Interregional Cost of Living Indices

Introduction

As discussed in the previous chapter, the feature of the

Public School Foundation Program designed to compensate school

districts for interregional cost d,ifferences is called the in-

structional unit allotment. Sometimes, it is referred to as a

regional differenLial. The pel7centage of this allotment depends

upon the geographic location of school districts and varies on a

scale from 103.75 percent to 1133.75 percent. The table of differ-

ent instructional allotment values will hereafter in this report

be referred to as the instructional Unit Allotment Index.
1

This chapter addresses the question of.whether the current'

instructional Unit Allotment Index allows for actual differences

in the "cost of living" in various parts of Alaska. There are two

fundamental problems associated with accounting for differences

in the costs o purchasing and utilizing goods and services in the

various parts ot the sLente. First of all, the requisite data are

simply not lable. Secol:div, the group of goods and 5:e.rvice

4 1



which people actually consume (also called "market basket" or "con-

sumption bundle") in the urban parts of Alaska differs-from that

which is consumed by the people of rural Alaska. This second prob-

lem is more subtle and fundamental.

Since the seconc problem is the more basic of the two, it will

be discussed first. Following this will be a discussion of the

limited Alaskan data sources and their use in creating a "cost of

livine index for Alaskan locations. Finally, the Instructional

Unit Allotments, which are apparently based on a 1972 Division of

Personnel survey and additional work done in 1974 by the Department

of. Community and Regional Affairs, will be compared to both inter-

regional price differences and indicators provided by cost of living

;idjun,tmentr, in neiotiated labor cohtracts. In this way, tne study

videc nome inu4;ht into the cluestic)n of whether the Instructional

Ir AJ jot nrs actually cstuco interregional differences ir the

07 livin

'cdlec., desins for Co:;ts o

71_

ncsLsts and statis-,:icians have

livinz" at a place over time,

'c.-c)t of iivin" at a med time

No suuiic-

43
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The "c-,st of living" index usually is constructed by systemati-

cally obtaining the total price of that group of goods and services

actually known to he purchased or utilized at a given place and

time (also called a "market basket" or "consumption bundle"). The

total cost of this consumption bundle is then compared to the. cost

of the (theoretically) identical bundle at the same location over

time, as in the case ef the U.S. Bureau of Labor Statifitics' Con-

sumer Price Index. (CPI) or the:bundle's total cost is compared to

the cost of a similar bundle of goods and services supporting an

equivalent standard of living in another location, as in the peri--

odic BLS budget comparisons for standardized households at several

U.S. urban locations.
3

Either type of comparison depends for its

effectiveness on the presumption that the "costs of living" in a

location consist largely of goods purchased by households in the

market place, plus tax payments; secondly, that the technician con-

structing the index has chosen a bundle of goods and .services which

actually provide the same standard of living at all locations or

times being compared. The fact that neither assumption is ever

wholly E.ccurate is why there is never a perfect "cost of living"

inde.

For example, various Alaskan locations differ markedly in bene-

fits and costs which are not the result of.market purchases or tax

i)ayments. Included are diferences in the proximity and: quality

of warious kinds of free recreation opportunitis, the opportuniry

-26-
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to pursue subsistence activities, the quality of interper-..onal re-

lationships, and the levels of noise, pollution, and inconvenience

associated with different locations in Alaska. 4 None of these is

traded in.the market place or has a market price, but all are cer-

tainly part cf the bundle of costs and benefits which people.actually

associate with living in a place. Secondly, the bundle of`traded

.goods also differs in quantity and type between places in ways that

are difficult to incorporate into a single common standard of living,

because people substitute some consumption for cost in subtle ways,

both when goods are more costly and when their incomes are lower.

One such substitution is made in areas in Alaska without significant

road nets. In such places, a boat or a snow machine may be substituted

for a car as the principal means of local transportation. If so,

and if the costs of passenger miles differ between modes, there is

a question whether a "cost of living" index should acc:ount for only

the differences in costs of car transportation between places; or

4

whether the market basket be adjusted to count a snowmobile and/or a

boat as "equivalent" to a car for locz-4l transportation, so that the

index measures both price and consumption differences. More generally,

there _I:: a question whether regional cost comparisons should attemht

to translate the Anchorae, Juneau, or Fairbanks consumption levels

other lower income locations in the state, ol, whether a serious

atD21Tpt should he made to adlust for all the differences in goods

actuaLly consur--d in (flffernt locaticns, if there is no, assurance

4 7



that by pricing these bundles, one is measuring not only differences

in income.. In practice, the Bureau of Li/bor Statistis adjusts in

detail for some of the relatively few Lower 48 place-to-place dif- '

-ferences 5 in their published standard budgets for U.S. urban loca-

tions; in Alaska, the paucity of data and the cost of collecting it

have prohibite:1 all but the crudest adjustments.

The theoretical and philosophical problems of proper index con-

struction have direct implications for school finance policy, if

the "cost of living" index is to be used as a method of allocating

funds. The question comes down to choosing between a fixed bundle

of goods and services, or a variable one which allows for actual

differences in consumer choices between places at some point in

time. If the state implicitly chooses (by.its choice of a fixed

bundle index) to provide identical levels of real funding in both

rural-and urban areas, the costs.of doing, so will be higher in most

cases than if the state uses an adjustable base "cost cf living"

index to adjust costs of school operation which depends upon Alaskan

rura' residents' lower incomes and decisi,:Ins to substitute away from

tne mo're expensive goods of the urban market baskets. On the other

hand, if a fixed bundle is not used, "eeuivalent" consumption and

schooi opportunities in rural Alaska will be more or less costly

relative to urban areas, depending, critically on whose definition

"equivalence" is being used. Insofar as is possible, this stl...dy

ues fix weights an: entic1 bundles tc, avoid ":he "equivalence"

problelr.. 4 8
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Fracticalj'roblems of Indexing

Even if the philosophical problems of cost indexing did not

exist in Alaska, there would remain the practical problem that in-

sufficierit data exists on most expenditure items to allow compari-

son of family expenditures between places. There is no recent survey

of expenditure patterns.- -or prices which conforms to Bureau.of Labor

Statistics practice upon which to base standardized budgets for dif-

ferent locations in Alaska. 6
Until 1970, the BLS computed an inter-

city index for Anchorage, Fairbanks, Juneau, and Ketchikan which

reflected the differences in the cost of the average pattern of

expenditures of Alaskan wage- and clerical-worke4tri1ies of two

or more persons who were full-year residents in 1959 or 1960.

Beginning in 1970, however, this series was terminated, 7 and the

only information on Alaskan intercity differences in costs of con-

sumption which remains is the food market basket data published

quarterly by the Cooperative Extension Service of the University

of Alaska,
8
punctuated by occasional special-purpose surveys of

varying coverage and reliability. However, given some fairly plau-

sible assumptions concerning consumer behavior, it is possible to

constuct a crude inte7:city index which, although it does not con-

fo,71 to BLS standards, provides some indication of some of the dif-

ferences in costs of livino: between places within Alaska. The Cis-

cussion which follows comparc.tc the 'data actually available with that

which the BLS specifies in BLS Bulletin 170-5: Three Standards of

a

-29-
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Living for an Urban Family of Four Parsons, Spring 1967, which con-

tains the basic guidelines for compiling budget cost comparisons

for the'U.S. Intemi.ty'Indeg.9 The budget proportions spent on each

main category of expenditure for Anchorage in 1975 are shown iv:-

Table 2.1. The budgets are for a family of four;, and are based on-

BLS consumer surveys and standards published by seVeral agencies. 10

Each budget item will be discussed separately.

Food

the Bureau of Labor Statistics' standard budget inclu'des both

food consumed at home and food cOnsumed away from the home: Moderate

income levels begin by allowing for a total of 4,368 meals served

at home to a family of four persons per year.
11

It is intended

that the moderate income food-at-home component fulfill both the

United States Department of Agriculture moderate-cost food plan of

Ak
11 food categories for the "average" four-person family, and also

reflect regional consumption patterns for specific foods in each

of the categories shown in the USDA 1965 Household Food Consumption

;:urvey. Prices are calculated for each city from a representative

sample of chain and independent food stores, weighted by the-total

volume of sales o. each type of food for all stores.
12

Food away

from home in the BLS bugets reflects the average number of school

lunches and restaurant meals eaten by low, moderate, and upper in-

eme families in a specific place. The number of meals eaten at

home is iju::ted downwarcl tc; `-.or meals away from home and

1')
snac1::-, eaten by each budget level family.--

-30-



Table 2.1

Major Expenditure Categories in the Annual dudgets
.for Four Person Families, Anchorage, Autumn 1975

Lower Budget
Intermediate

Bud et Higher Pudget

amount percent amount percent amount percen.

Total Budget $13,226 100.0 $21,229 100.2 $30,385 100.1

Total Family Consumption 11,812 77.6 15,865 74.7 21,112 69.5

Food 3,715 24.4 4,58.1 21.6 5,624 18.5
Housing 3,943 25.9 5,838 27.5 8,408 27.7
Transportation 1,136 7.5 1,523 7.0 1,800 5.9
Clothing 966 6.3 1,330 6.3 1,323 6.0
Personal Care . 309 2.0 q63 2.2 710 2.3
Medical Care 1,285 8.4 12286 6.1 1,331 4.14
Other Family Consumption 458 3.0 844 4.0 1,416 4.7

Other Items 556 3.7 846 4.0 1,431 4.7

Taxes and Deductions:

Social Security and
Disability 666 1 058 2.9

Personal Income Taxes 1,U60 13.1 3,650 6,974 23.0

Source: .evises Estima ec oc UrL,an FLamily Budge:s and Comparatye 1-dexe5;
:or Sel.ectod t:Irban Areas, Autumr. 1075 ," Bureau oF LaLor StatisicL-.

70-759, !ay 5, 176.



idaEkan iata is fol. r() .:mpite a refiecion ot

family needs, lqhen used -:omparo t-ocd budgetr different 1.arts

of the state. Since 1951, the 7Thiversity of: :1.1aska Cooperatie

Extension Service has compiled the 7.;uarterly Report cm Alaqka Food

Prices for several ,Alaskan o7ties (H.x when the studies te;zan, in

the latest). Although whose prices are re;zularly reborted:

by the Extension Service, a, ear in the 'iLS food market basket used

J. compilinC tne consumer :r ce Tr.dex ahd the Intercity Index, the

chief objection which can be made to the use O.: the Extension Servi.ce

food market basket to compare locationz is tht the food market bar-

.
ket quantities bear an unknown reiationshin to ac:ual consumer chcices

:n toed hudiJets for food at home. :7econdlv, sway fror bone

possihl.'; a .J.,r,,,wbacj. in 2(-2.a:-

14
t'orans. is an attempt te :e bcvr ericu-, a bias the lack of

in t'-:c.! Quarterly ',:e=t arke bast.

:n
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oer-tra.', or c,ther :7-- with rei:hlo:'hc sta!Har:.

same as c renter.;. :he costs For renterb includecj ocntro.,:t

ren- and inou' rice on houL-,esold :-.:.ntnts and for injuries to 1-,ersons

on ,,he ,,:rot:erty. Rent wa5 zo irciude (or was adjusted to inclue)

water, heat, cooLr:, garbade collection, anc ref ri sero-

and ange. For homeowners, costs included mortgage principal

and 1.ntorest on a house purchased seven years previoun to the date

! the hld.ax, divide,I into conventional, FLiA, and VA mortgai,es,

v,ith ntandard terms La each. In addition, costs for shelter in-

dontis o: fuel and utilities, based on fuel requirements to

house at 7n° F. and moderate allowances for use of sr)ec-

applia. All families were allowecl budget amounts for

specified uantities of household furnishings, and housdhold opera-

tions cysts itpr cleaniiv supplicr paper supplies, repair and main-

t_enanoe costs, and postage and :elephone. Upper hudget families

were allowed a specied amcunt tor hotel and motelroosts.

Tht most recent Al,ashd hous,ing cost information available on

middle-income housing is contained in the most recent Division of

Personn(d tic-A:sing survey conducted in july of 197C,. The data tech-

niciann attem)ted to obtain a representative cross-ection sample

of the houL;ing available in each community surveyed, although a

bifh prortion of state emplevoes was selected, because they weTe

mos, aiiected by the ,:urv'ev." The data wane ca,-P'ully reviecci

:or whioL t±a

-38-



It was important to do this, since the sample was very small in

some cases and not random in an's case. 17
Comparing the state data

with the BLS housing cost, cne finds the Division of Personnel data-

show a less comprehensive list of items couWted in housing costs.

Included in the Division of Personnel cost data were house payments,

electricity, fuel for cooking and heating, water and sewer utili-

ties, trailer space payments and'insurance (rent fof renters).

Those persons who had housing provided for them by employers were

r
ided in the sample. Apparently exciuded were household opera-

Lions and maintenancido, and purchase of furnishings and supplies.

Far mcre impoetant is the las dist t.1-.e housing expenditures

in the samples, however closely they reflect attual expenditures,

do not show onerations costs for a standard quality home o: the

type used in the blj.; budgets. in fact, the relatively low "costs"

of housing in the survey's rural communities probably reflects

lower incomes and lover qualit , not lower costs. (Table 2.3)

Also, the fact that those who had subsidized housing were included

makes the survey show an artificially low cost of housing. The

costs'of maintaining family housing in a given location should be

al:out the same, exce[t for tax considerations, whether housing is

privately aoquired or whether it is provided. The dif2erence is

that in one case, the emricA absorbs part or all of the costs

and this -,7,art- show: lower "cost of living" to the coml:u--

-39-
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Place

Division of Personnel and Labor Relations
197t:, Housing tirvey Results

Average Average Housing Cost
Housing Housing per Sq. Foot Average

Expenditures Cosc per as a Percent Housing
per Household Square Foot of Anchorage Condition

Anchorage $5,703 $4.62 100.0 1.59
Barrow 3,188 450 974 1.90
Bethel 3,832 4.66 100.9 2.20
Cold Bay-Sand Point 1,460 0.90 19.5 2.25

Cordova 4,988 2.73 59.1 1.76
Dillingham 3,076 2.94 63.6 2.29
Emmonak 1,920 3.53 76.4 2.71
Fairbanks 5,699 6.88 148.9 1.71

Fort Yukon 3,119 4.54 98.3 2.13
Galena 2,694 5.96 129.0 2.8C
Haines 4,051 4.48 95.9 1.67
Juneau 5,353 4.57 98.9 1.71

Kenai 4,706 3.92 C4.8 2.11
Ketchikan 5,07:-, 4.35 94.2 1.72
Kodiak 4,922 4.67 101.1 1.56
Kotzebue 3,537 6.36 137.7 1.71

McGrath 3,683 4.62 100.0 1.77
Nenana 2,378 334 72.3 1.86
Nome 4,808 7.12 154.1 2.55
Palmer 6,364 5.68 122.9 2.00

Seward 3,840 3.25 70.3 1.79
Sitka 5,431 394 85.3 1.52
Skagway 3,908 4.47 96.8 2.00
Soldotna 5,646 4.44 96.1 1.80

St. Marys 3,828 5.84 126.4 2.71
Tanana 2,451 2.98 64.5 2.00
Valdez 5,459 5.56 120.3 1.46
Wrangell 4,931 3.02 65.4 1.56
Yakutat 3,237 3.57 77.3 1.50

Average of All
Locations Surveyed

_
4,113 4.39

-40-
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The excluded portion of cost is 57till part of.doing husiness in the

community, and cught to be ircluded, when funds are being allocated

to communities to provide salaries and housing. This warning con-

cerning housing _plies to the towns of Barrow, Bethel, Cold Bay,

Emmonak, Galena, Kotzebue, Nome, S,t. Marys, and Valdez in Table 2.3.

The housing qu3lity scale in Table 2.3 is dependent upon the

interviewer rating a house on a 1 to 4 scale, with 1 associated

with a new or well-mainnined dwelling, and 4 associated with poor

or condemned condition. Since the quality scale is intended to be

ordinal (3 is worse than 1, but not necessarily three times worse),

rather than cardinal (3 is three times worse than 1), it is not

possible

the cost

to obtain a cost per constant

per square foot rating

Therefore, a comprehensive cost

times

index

quality_Unit hy multiplying

the ordinal quality ratng.18

employing food prices and cost

per square.foot of housing in comparing food and housing cr,.sts he-

tween places would be one which translates Anthorage fo.)C

to all parts of the state, but adjusts living standards in hcusing

to local housing market conditions and incomes which have prevailed

historically rather than meet a single 'ousing standard everywhere

in che state. This is not consistent with BLS procedures, which

require a constant standard of living. In fact, it will understate

the true cost of living in those areas where quality of housing is

lowest; or alternatively, it assumes that housing meeting some mod-

erate adequacy standard will be prbvided at cost to the consumer

equal to that of lower quality housing. 19

-41-
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hoating Fuels and Electricity

Two major ongoing expenditures for running a house in Alaska

are heating fuels and electricity. A combination of units which

would he available for most modern housing in Alaska is sOme form

of oil space heat and electricity for lght, refrigeration, hot

water and cooking. Natural'gas space heat, which is prevalent in

Kenai, Anchorage, and Barrow, is not currently available in most

of the -cowns in the state. All-electric homes are aso fairly rare

in most of the state. Alstnough heating and light are included in

the housing cbsts mentioned In the previous section, it is worth-

while lo demonstrate how these vary by location. ble 2.4 shows

the index r,' retail prices of No. 2 fuel oil in 400 gallon amounts

or irger ror 1976 (excluding city and borough taxes), and the

1975, average monthly residential electr.city bill at

500 killowatt hours for reporting utilities Areach school distric

and REAA in the state for which such information is available.

That ti diverge far mcre from the Anchorage rates than overall

housing costs indicates either that housing rents'in other parts

of the sta-..e are lov! eltough to offset utilities and fuel costs

(which would be unlikely, given that construction costs are also

higher outside of AncharLge), or that people outside of Anchorage

purchase less fuel and lights and "house" with their housing expen-

ditures, which is more likely.

ti 2
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Table 2.4

Electricity Prices 500 KWH/Mo. Uso, and Fuel Prices

District
or REAA

Average
Residential
Bill for
500 KWH/Mo.

Electricity
Bill Percent
of Anchorage

1
Monthly Bill

Autumn 1976
No. 2 Fuel
051 Price
Retail 8/Gal. 2

Anchorage
-a

$17.62 100.0 .509
Bristol Bay 57.66 327.2 .555
Cordova 27.50 156.1 .519
Craig 48.85 277.2 .508
Dillingham 57.85 328.3 .565

Fairbanks 33.54 190.4 .57

Galena --- --- .503
Haines 30.70 174.2 .508
Hoonah 50.00 283.8 .508
Hydaburg 50.90 288.9

Juneau 22.85 129.7 .508
Kake ---
Kenai 24,98 141.8 .509
Ketchikan 17.65 100.2 .504
King COve

Klawock --- .508
Kodiak 3,1.53 178.9 .521

Matanuska-SusItna 29.25 166.0 .520
Nenana 34.99 198.6,, .575

Nome 50.00 283.8 .568

North Slope 66.00 374.6 .926
Pelican 26.00 147.6 .508
Petersburg --- .508
Selawik 82.50 468.2 ---
Sitka 19.00 107.8 .508

Skagway 34.60 196.4 .soe
St. Marys 82.50 468.2 .600
Unalaska ---
Valdez

,
45.50 258.2 .509

Wrangell 24.75 140.5 .508
Yakutat 46.83 277.1 .530

Notes: See end of table 63
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District
or REAP,

Table 2.4 (continued)

Average Electricity Autumn 1976
Residential Bill Percent No. 2 Fuel

Bill for
1

of Anchorage Oil Price
-)

500 KWH/Mo. Monthly Bill Retail 8/Gal.'

N.W. Arctic
Bering Straits
Lower Yukon
Lower Kuskokwim
Kuspuk

$75.66 429.4 .815

87.70 497.7 .644

82.50 468.2 .778

49.45 280.6 .616

93.33 529.7 .848

S.W. Region 69.28 393.2 .662

Lake and i'eninsula 87.00 493.8. .673

Aleutian Chain 50.25 285.2 .682

Pribilof Islands
Adalc --- ---

Iditarod 74.47 422.6 .942

Yukon-Koyukuk 79.20 449.5 .702

Yukon Flats 93.99 533.4 .833

Upper Railbelt .553

DeltalGreely 34.99 198.6 .582

Alaska Gateway 63.67 361.4 .563

Copper River 53.69 304.7 .543

Chatlk:m 89.50 468.2 ---

S.E. :slands --- --- .504

Annette Island
C!:ugach

Table Nots: 1. Prices are the monthly averaEe electric utility bill
for 500 KWH, including fuel surcharge, where applicable.
Source i. Alaska Public Utilities Commission Annual
Report for' 1975. The number is a population weighted
average for locations listed by APUC.

2. Sourca: Alaska Enerpi Office, 1976 Rural Energy Survev;
Alaska linergy Office, fuel price data sheet for 1976;
Standar:i .31_1 ;.:ompany of California, October 1, 1976,

posted prices.

-44--
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An alternative index to that of the Division of Personnel for

the cost of shelter is provided for a limited number of places in

Table 2.5. This table was Nlculated using U.S. Department of

Housing and Urban Develocment prototype housing costs published

for various localiUes and the 1972 HUD Region IX handbook on util-

ities usage for subsidized housing, together with utilities price

infor.)riation from the Alaska Public Utilities Commission and ret:

fuel prices from the Alaska State Energy Office. Generalizerj

gage information was provided by the loan departme,lt of Fi,rst Federal

Savings and Loan Association of Anchorage. These _,,:airces wer com-

bined to give a partial budget on housing shelter. The table indi-

cates that for standa:,dized low hud'get housing, allowing for certain

regional differences in the type of space heating which would ordi-

narily be used, the cost of shelter is consistemily much higher in

rurai areas of the state than f_n Anchorage. The'fact that housing

in some par.ts of 'Lie state may actually cost less can he attributed

to the fact that as mentioned above, houses are typically smaller

and of lower quality than in Anchorage, or housing is subsidized,

or both. Thus, the table based on standardized housing and utility

usge is probably a better indicator of the differences in the costs

of fixed budgets in different locations, differences which are not

attributable to differences in income.

To compile the table, Alaskan HUD prototype housing construc-

tion costs for a three-bedrom, low-income unH were select& f'rom

5
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1

simule annoaL icIterest on the declining tiance, di-11 1 to 1;2 per-

oent mortgage loan fee. For such mortgages, a reasonable rule of

thumb is that the monthly payment tor principal, interest', taxes,

and flsurance will be about one percent of the amounf oe the loan.

To this was Added the estimated costs of electric utilities, where

available, based on a tnreeTberoom, low-income house of the type

used to estimate construction cost, heated with cil (gas in Anchor-

,,4F,e, Kenai, and Barrow), and whose hot water, refrigeration, cook-

ing, and lights were supplied hy electicity. Hot water usage was

adjusted downward. by 50 percen :Y. those places not served by a

water utility:, based on discussions with Anchok,age HUD personnel.

i:eat .oss formtllas in the Reg,ion iX HUD publication were adjusted

fo:- Alaskan housing and insulation on the same basis. It should

be ;::nasiced thot thee are costs for a standard low-income unit

cquare feet. ala: co!,,:ts for lar;.,er homes would he

hii,her, and the at relaticn wh,ch are enerall- sea-

chan,-2 on mopa t - Income housih7, 1;tle

:c:t7 used, ar./.1 hiiher

1
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operate an automobile conformin.,-_, to BLS standards for local trans-

portation in those places with direct access to the major highway

system, at costs to the family the same as at Anchorage except for

gasoline. An attempt was made to see if other costs of operating

varied by location through Alaska Automobile Association but this

proved not.feasible.
20

For moderate budget families, it is likely

that yearly expenditures will include the equivalent of one or two

air fares for each family member to Anchorage, Fairhanks, Juneau,

or Ketchikan. For places near Anchorage and Fairbanks along the

hir,hway system in the Southcentral and Fairbanks-Alaska Highway

area, the assumed trips are made more frequently, and by automobile.

During these trips, the family would do some major shopping and

take care of medical anc.', dental work. Adult air fares are shown

in Table 2.

In areas :Arhere a'ctomohiles io not provide significant local

transcrtat:on, annual transportati costs 'are assumed to include

the oreration of both a snowmobile and a boat north an r:. west of the

:Ja P,ar-,Ke, hut oriv a hoal: in the Alectians and the Southeast.

The ,Jotal c(Dst for 3L familv of' four for: one yeir

aL,,,:;1_:mption:7, is shown in Tah] - t ledst

one lor=2t1on in eah the :=at

7 1



Table 2.6

Alaskan Air Fares and Air Freight Rates, July 1976

Place

Alaska
Destination
in Region

Round Trip
Air Fare
to Alaska
Destination

Round Trip
Air Fare

to'Seattle

Anchorage $ $246.15
Bristol Bay

(King Salmon) Anchorage 99.73 345.88
Cordova Anchorage 5.00 245.39
Craig Ketchikan ,,, .44 195.13
Dillingham Anchorage 117.72 363.87

Fairbanks -- --. 265.61
Galena Fairbanks 89.72 355.33
Haines Juneau 64.80 250.48
Hoonah Juneau 46.00 231.68
Hyd_IDurg Ketchikan 46,00 198.69

//711neau
---' Kake Ketchikan 115.86

185.68

220.74
Kenai Anchorage 30.00 276.15
Ketchikan 15).69
King Cove Anchorage 325.73 571.88

Klawock Ketchikan 48.00 198.69
Kodiak Anchorage 90.88 284.43
Mat-Su (Pa1mer) (Anc)246.15
Nenana -- (Fbk)265.61
N:Dme Fairbanks 1147.. 415.97

N. ',Slope (ar, ow) Fairbanks 145.7 4 410.50
ican Juneau 85.44 271.12
:rsburg Ketchikan 75.88 150,74

_.iwiF Fairbanks 201.43 4":7.04
bitke Juneau 67 .71= 174.74

Ska.gway juneu 6.c..1': 25L.9C
St. Mar:;::. Anchorai, :g' .7g 361_
Unalaska Anchorag :62.71; 57'3.22
Valdez ,Thchorage W .r 25.15
Wrangci] i'.etchikar. ET-7.r-- 218.:.6
Yakutat Juneau :s L. ..

2ccurc,.: Alubka 1in

and We:;tern

;2,

-51-

Air Freight
Rate for 100 lb.
Shipment from

Seattle

$ 28.05

37.45

29.20
33.40
39.40

28.05
39.35
45.60
43.60
31.45

23.60
37.85-

39.05
19.45
66.05

31.45

26.95 (summer)
(Anc)28.05
(Fbk)22.05

47.-15



Place

Table 2.6 (continued

Round -:rip Air Freight
ska Air Fare Round Trip Rate for 100.lb.

Destination to Alaska Air Fare Shipment from
in Region Destination to Seattle Seattle

N.W. Arctic
(Kotzebue) Fairbarks $147.72 $415.97 $ 47.95
Bering St.
(Nome) Fairbanks 147.72 415.97 47.95

Lower Yukon
(Mt. Village) Anchorage 195.46 441.61 47.40

Lower Kuskokwim
(Bethel) AnchoragL 133.72 379:8" 42.r5

Kuspuk
(Aniak) Anchorage 131.74 377.89 39.10

S.W. Region
(Dillingham) Anchorage 117.72 263.37 4C.10

Lake & Peninsula
(King Salmon) Anchora2e 99.73 345.38 37.45

Aleutian Chain
(Cold Bay) P.nchorage '295.73 541.EE 66.05

Pribilof Islands
(St. Paul) Anchorage 149.i3 e55.3E 71.0E

Adak
(Adak) Anchorage 437.72 628.12 73.0:

Iditarod

(McGrath) Fairl,anis 7-_-ir 317.73 25.60

Yukon-Koyouk
(Nenana-Tanana) V-1k)265.61 (717J)28.0'

Yukon Flats /
(Ft. Yukon) 325.E1 42.05

Upper Railbelt
(clear) (FhJ)265.61 (Fbk)2'-.0'._

Delta/Greely
(Big 7)e1ta) '

Alaska Cateway
(Tok)
Copper Piver
(Glennallen)
Chatham
(Angoon)
S.E.

(Ketcikan)
Annette IsLand
(Metlaatla) :e

Chugach
(.'



District or REAA
and Place

Table 2.7

Transportation Cost Index, 1976
1

Annual Local Annual Annual
Transportation Gasoline Intercity

Cost, Less Cost Transportation
Gasoline (auto only) 3 Cost4

Total
Transportation

Cost

Total
Cost as a
Percent o
Anchorage

Anchorage $1,1962 $469 $ o $1,665 100.0
Bristol Bay

(King Salmon) 1,196 430 698 2,324 139.6
Cordova 1,196 469 385 2,050 123.1
Craig 1,196 364 311 1,871 112.4
Dillingham 1,196 500 8214 2,520 151.4

Fairbanks 1,196 508 0 1,704 102.3
Galena 925 0 628 1,553 93.3
Haines 1,196 469 454 2,119 127.3
Hoonah 1,196 469 322, 1,987 119.3
Hydaburg 1,196 469 336 2,001 120.2

Juneau 1,196 469 0 1,665 100.0
Kake 1,196 469 811 2,476 148.7
Kenai 1,196 210 1,898 114.0
Ketchikan 1,196 467 0 1,663 99.9
King Cove 325 2,280 2,605 156.5

Klawock 1,196 264 336 1,896 113.9'
Kodiak 1,196 470 636 2,302 138.3
Matanuska-5',usitna

(Paimer/Talkeetna) 1,196 75 216
5

1,887 112.3
Nenana 1,196 215 28E6 1,009 120.1
Nome 1,196 B06 1,034 2,736 164.2

North E-,10:::e (
' 1,020 1,945 116.6

Pelican 325 59E' 9)3 55.4
Fetersbur7 1,196 14L) 531 2,196 131.9
Selawi 925 0 1,410 2,335 140.2
Sitka 1,196 460 404 124.

Skagway 1,106 46'.= 484; 14c, 1"2.1
St. Mar-s 925 1,020 I 116.6.
Unalaska 1,1C26 430 z,672 4,29P 58.1
Valdez 469 315 1,960
Wrangell ,19C_ 41,1(S-J q71 0,126
Yakutat p2-

Note: -;c'e end si 7 1



District or REAA
and Place

Annual Local
Transportation

Cost, Less
Gasoline

Table 2.7 (continued)

Annual
Gasoline

Cost
(auto only)

Annual
Intercity

Transportation
Cost

Total
Transportation

Cost

Total
Cost as a
Percent of
Anchorage

Arctic
(Kotzebue) $ 925 o $1,034 $1,959 117.7

Bering Straits
(Nome) 925 0 1,034 1,959 '17.7

Lower Yukon
(Mt. Village) 9')5 1,368 137.7

Lower Kuskokwim
(Bethel) 92" 936 1,861 111.e

Kuspuk (Aniak) 925 0 922 1,8147 110.9

S.W. Region
(Dillingham) 925 924 1,749 105.0

Lake and Peninsula
(King Salmon) 0 698 1,623 97.5

Aleutian Chain
(Cold Bay) 325 0 2,070 2,395 142.E

Pribilof Islands
(St. Paul) 2,E66 3." 227.

Iditarcd (McGrath) 530 1,45E, 97.14

Yukon-Koyukuk
(Penana/Tanana) 2S& 1,7

Yukon Flats
(Ft. Yukon) 100 1,345

Upper Railbeit
(Clear) 4807 2,18/- J. 2

Delta Greeiy
(Big Delta)

Alas'xa Gatew&y

51-16 1 . .

(Tok/North.way) 5-75 5146

Copper Fiver
(Giennallen) 315

Chatham (AnFoon) 525 401.3

S.E. Island
(Ketchikan' '7

Annette Island

Metlakatla) -
Chigach 7.chLo1:7.

(WhIctier)

lOrs-



Notes to blo

1. iroderate income family of four,

2. 197 : intermediate Inci:v: transportation cost, inflated by
the ,atio of July 1976 to r2tjter 1975 Anchorage CPI. For loca-
tir with less than one-fourth the statewide auto registrations
to :Dpulation average, an annual cost of $925 for a snowmobile
or- boat, or $325 for only a boat was assumed. See Robert

:n Associates methodology listed in sources.

3. rj:.4oline cost 4 ':gured on basis of 15 mile'S per gallon,
9,'"S &les pel y.:Ar, and local gasoline prices. Gasoline

is .Dased on BLS intercity index information.

4. .I.te.,city tl-,..insportation-cost is in most c hased on inter-
city air for the equivalent of 7 annuai adult fares split
fl pe.le, one of which qualifies for youth rates. Since
: rhc 1-termediate budgets allow for some intercity air
treve ix)st cases the cost listed is thc . additional air
tnave and above Anchorage costs.

5. Bat, ,41 monthly automobile trips to Anchorage, round tl-ip of
at 20 cents per mile.

iased on monthly automobile trips to Fairbanks, 120 miles round
:rip, at 20 cents per mile.

8ased on monthly automobile iri rs to Fairbanks, 200 miles round
trip, at 20 cents per mile.

Based on monthly automobile trips to Anchorage, 90 mile loun-i
trip, 20 celitc per mile, plus $30.80 charges for the automobile
and driver hauled on the railroad between Whittier and Portag,e,
and $22 pas-engers.

c,dr.ces: Airlines involved; Burei;11 of Labor Statistics, "ELS Reviser
Estimates for Urban Family Budgets and Comparative Indexes for
Selected Urban Areas, Autumn 1975;" Alaska Department of Highway;
Alaska-Division of Energy and Rower Development; Robert Nathan

sociates, The Cost of Livini- in Alaska and Federal Poverty
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Clothing and Furnishings

Clothing prices in Alaska may vary by location; however, there

is little information on this phenomenon. If ordered in small quan-

tities through a mail-order catalog and delivered by parcel post,

clothing items ordered would have the same total price, including

shipping, in the "bush" as in Anchorage. The hypothetical family

of four is assumed to take maximum advantage of this feature of

Alaskan mail service. Items too heavy to send parcel post, such

as household appliances, would often go by air freight, and the

cost Of very heavy, large order.;. would include the charge for this

service, whiC ih s very high'in the remote parts of the state. Many

of the standard household furnishings listed in the BLS housing

. budget are light items, such as towels, sheets, and small appliances

which could go by mail, or be carried back as luggage on annual or

semi-annual shopping trips. The standard assumed life on large ap-

pliances in the BLS budget is quite long, and so the annual cost is

quite a small proportion of the total budget. In autumn of 1975 in

Anchorage, total household furnishings and .Terations amounted to

only 6.8 percent of the total intermudiate budget consumption, and

major appliances are a small portion oF this tc-tal. Eouseholl.d opera-

tions expenditures consist mostly of expendiures for cleaning and

paper supplies which trade throu01 the same sorts of retail outlets

as canned foodstuffs, and which can expect similar markups over

Anchorag,e in similar locliti

-5()-
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get a clothing and household furnishings total, it is as-

sumed that clothing costs are the same as Anchorage, household

furnishings costs bear the same relationship to Anchorage costs

as relative freight rates on a 100 pound, $200 order shipped to

each location,-and household operations costs bear the same
4

re-
lationship to Anchorage costs as does the food price index. A

summary of this data appears in Table 2.8.

Personal and Medical Care

The largest single component of this category of expenditure

consists of health insurancle. "n attempt was made through Blue

Cross of Washington-Alaska to see if insurance rates, doctors' and

dentists' office calls, and other related medical expenses \.ary

systematically according to locality. Flue Crof;s was unable to

develop the information since variation in . types of p'.e.ns

available and the groups to which they are sold varies so widelv

that locality-to-local ty differences were not discernable. The e-

fore, average family medi_cal conts are assumed con:- t for al_

areas of the state. Differ. es in such costs due to transportatf(m.--

e.g., the cost of taing a lano into Anchorage, Juneau, Beirbank,

or Ketchikan for major Tedicai work--.Ite subsumed under 7ran:;por,t:

costs for annual trip,:. !ersonal ceAre costs in the Bureau of L.
famly bul;,e7 the c_ot:-.;

toile7; er T7,rcly not



. Place

Ali 'iTheight Costs and Household Furnishings
and Operations Indices, 1976

Se -Alaska

jnd Cost of Index

Ail f.dight 0200 item Fercent of

Cost (2 Shipping with Shipping Anchorage

Household
Operations Index

Percent of
Anchorai2e

Anchorage $228.05 100.0

Bristol Bay
(King Salmon) 37.45 237.45 104.1

Cordova 29.20 229.20 100.5 123.5

Crig 33.40 233.40 102.3

39.40 229.40 105.0

Fairbanks 2E3.05 228.05 100.0

Galena 39.35 29.35 105.0

Haines 45.50 2456:0 107.'7 105.1

Hoonah 43.60 243.E-,0 100.5

Hy0abur 31.45 231.45 '105.5

June=lu 23.66

Kake 2:17.85

Kenai 104.5

Ketchikan 19.45

King Cove 6,3,05 116.7

Klawock
'Kodiak

(Paimel)
Nenasa
Nome

North
Pelican
Petersbsri.

Selawik

Skay
St.

Wrangel:1

YaL..

:



Place

Tah'e

Seattle-Alaska Househcl
100 Found Cost of Index Operations 'Index

Air Freight (.:,200 Item Percent of rercent o:
Cost of Shipping with Shipping Anchorage Anchoraz.7,e

N.W. Arctic
(Kotzebue) 5:47.95 $247.95 106.7 142.9

Berihg Straits (Nome) 147.c,s 247.95 :06.7 16.4
Lower Yukon

(Mt. Village) 47.40
Lower Kuskokwim (Bethel) 242.05
Kuspuk 239.10

S.W, Region,
(Dillingham) 40.1f:

Lake and Peninssi-i
(King Salmon)

Aleutian Chain
(Cold Bay-and 11.

F1'bilof Islands
Pa1) .c.,±

0,-
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C;:ilena, Tanana, Morath, Nenana, Fairbanks-
S. ot Arctic Circle, Ft. Yukon-N. .0-1=Arctic
Circle, Barrow, Kotzehue, Nome, Hooper Bav

Fver-6here else

Jou.rnayman Carpenter)

-.Talena, Tanana, lv,cratn, Nenana, Tairl7anks7
S. o:= Arctic Circle, Ft. Yukon-N. el- Arctic
Circle, Barrow, Kotzebue, Nome, Hooper BEly

Corj.ova, Valdez, Palmer, Seward,
Ko,niak, Aleutian Islands, Bethel

(jC: Haines-Skagway,, Juneau, Sitka, Petersbur-
Wranell, Ketchikan.

(See Journeyman Carpenter)

Laorerc an:
cuT Hmphle-t:

with f-inms, listec.
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Table 0.13

STATE SALARY SCHEDULE DIFFERENTIALS,
GENERAL GOVERNMENT UNIT, STEP A

MAY 16, 1976

Monthly Rates Percent of Anchora,e
Gen'l Govt.

Place Schedule Range 6 Rane 15 Range 30 Range 8 Range 15 Range 30

1111.......

Ketchikan A $ 95.7 $1,513 0,802 100.0 100.0 100.0

Petersburg-
Wrangell C 987

Sitka C 987

1,571
1,571 3.:9 442

103.1
103.1

103.0
103.8

102.7

:103.7

Juneau A 957 1,513 3,932 100.0 100.0 100.0

Haines-Skagway D" 1,018
4.

1,630 4,091 106.4 107.7 107.E

Cordova E 1,063 1,754 4,403 113.7 115.9 115.8

Valdez I 1,120 1,821 4,569 117.0 120.4 120,2'

Palllier C 987

Anchorage A 957

1,571
1,513

3,942
3,8)2

103.1
100 .0

103.8
100.0

103.7
100.0

Seward D 1,018 1,530 4,091 106.4 107.7 107.0

Kenai '0 1,018 1,630 4,091 106.4 107.7 107.5

Kodiak n 1,018 1,630 4,091 106.4 107.7 107.6

Aleutial! Islands F 1,190 1,960 4,917 124.3 129.5 129.3

Dillingham F 1,190 1,960 4,917 ,124..3 129.5 129.3

Bethel 0 1,221 2,034 5,103 128.6 134.4 134.2

Galena-Tanana-
.

McGrath N 1,270 2,109 5,295 132.7 139.4 139.3

Nenana 0 1,231 2,034 5,103 , 126.6 134.4 134.2

Fairbanks and S. of ,

Arctic Circle E 1,083 1,754 4,403 113.7 115.9 115.8

Ft. Yukon and N. of
Arctic Circle H 1,270 2,109, 5,295 1327 139.4 139.3

Barrow-Kotzebue H 1,270 2,109 5,295 132:1 139.4 139.3

-Nome F 1,190 1,960 4,917 124.3 129.5 129.3

Hooper Bay G 1,231 2,034 5,103 128.6 134.4 131-.2

Contiguous U.S.
T.

_and Canada X 800 1,231 3,048 83.6 81.4 80.2

Source: State of Alaska Salary Schecjule, May 16, '.176.

Note: The salary for any given position is defined by schedule, which varies ,eograp_i-
cally,by region; range, which varies wIth the job; and step, 1Thich varit,' with
experience. The figures in the table reflect low, medium, and high ranges for
each location.

-74--
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Summary

In Chapter 2, this.study deals with two major issues in develop.-

ing "cost of living" indices for Alaska. The first pnbblem is'that

insufficieni . dara exists to permit the construction of a comprehen-

sive index fol., any location other than Anchorage.. In spite of this

difficulty, the bulk of the chapter is devoted to the construction

of a total consumption cos* index which is believed to more accur.-itely

reflect the differences in the costs of maintaining a given standard

of liVing in various locations in the 'state than any other index .-_!ur-

rently available. The discussion is keyed to the hudget components

of. the U.S. Intercity Index, published annually by the Bureau of

Labor Statistics. Departures from BLS methodology and proxy vari-
,

ables which are used in the Alaskan index are specified.

The second problem can be most simply expressed in its Alaskan

context as a question of whether a "cost of living" comparison of

two locations should be a comparison of the costs at tHe twb.loca-.

tions of a fixed bundle of gobds and, services characteristic of

only one of the locations, or wkether the comparison should be

between the costs of whatever goods and services are actually

purchased at each location, recognizing the't actual purchases may

reflect differences in standards of living. Since the intent of

the School Foundation Prografi seems to be to provide equal education

-75-
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opportunities.in differAt places in Alaska, a "cost of living"

index reflecting this.intent should also hold standan] of living.

constant to the maximum possible extent. For this reason, .we used

.a.fixed weight market basket based on-the Anc.horage P.f Standai,d

-Family Budgets. The index used in this study is coMbared to the

other indices used hy the st:ate, which do not use fixed weIghtsi'

and to state and private "cost of living" pay differentials.

1014
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4 1,

Chapter 2

Footnotes

1 For a, mo:d complete discussion, see School Finance in Alaska,
Report N. 1, "An Overview of Current Issues, Sources, and
Distribution of Funds for Public Elementary and Secondary
Education,"'Center for Northern Education Research, University
of Alaska, Fairbanks, 1976, Appendix B.

2. However, %',ost of living" payments should not be confused with
hclrdship pay or'other benefits paid to workers to persuade them
to accept disagreeable or dangerous working conditions. These
benefits are often given by private industry and governments
even where "cost of living" is relatively low. Private con-
tracts in Alaska may contain elements of hardship pay in some
locations, even,lf the difference in pay is called a "cost of
living" differential.

3. U.S. 'Department of Labor, Bureau of Labor Statistics, ."Urban
Family Budgets." See: Bureau of Labor Statistics, Three Stan-
dards of Living for'an Urban family of Four Persons, Spring,
1967," Bulletin No. 1570-5, U.S. Department of Labor, Bureau
of Labor'Statistics; Edna B. Branch', "Urban Family Budget's Up-
dated to Autumn 1974,"Ilonthly,Labor Review 98(6): 42-48,
June 1975. The budgets continue to be a subject of contro-
versy tO some extent. See: Mark K. Sherwood, "Family Budgets
and Geographic Differences in Price Levels," Monthly Labor
Review 98(4): 8-15, April 1975.

4 Economists call these benefits and costs either public goods or
externalitieS. Public'goods aregood8 ake fresh air or recrea-
tion opportunities in an uncrowded environment, where one persOn's
consumption the good does not affect another\perSon's ability
to consume. Other benefits and costs-are called externalities.
Even though one persan's consumption may subject others to.
benefits and/or costs, the price of goods con§umed does not
necessarily take that,Act into account. For example, fishing
benefits conferred on a person by virtue of:his living next to
a salffion stream may not necessarily be reflected in the price
of the house, nor would the Costs associated with a loud and
obnoxious neighbor. These are benefits and costs assodiated
with thedecision to purchase.which are ."external" to the mar-
ket decision and which will not be reflected in the "cost of
living."

101

-77--



t.

5. In particular, regional food preferences, availaldlit, public
transportation, and climate differences.

6. After a hiatus of several years, the Bureau of Labor Stati ics
will resume onsumer surveys in Fairbanks in the spring of 1977.
Based on the-survey, a Consumer Price Index will be computed
for Fair1anks, but it is uncertain whether there will be an
"intercity index" to.compare to other places. Anchorage'is
the only other Alaskan city for which such s,drveys have been
done since 1959-60;

7. .The problem was at least partly.costs of data collection, since
reporting became quarterly for the CPI in 19'69, and the BLS
felt their old series was-outdatee.

8. Quarterly Report on Alaska's Food Prices, Prepared,by the Eco-
nomics.Department, Alaska Agricultural Experiment StatiOn,
Issued by the Cooperative Ext4nsion Servke, University of
Alaska, Fairbanks, Alaska. Issued for March, June, September,
and December of each year. -

9. See footnote 3.

10. Included in the data required from other agencies 'is t USDA
low-coSt, moderate-cost, and fiberal food plan, found n Family
Food Plans, Revised 1964 (CA 62-19, November 1964), Agricultural
Research Service, U,S. Department of Agriculture, and standards
for.the shelter component of housinecost, established by the
Awie....an Public Health Association and U.S. Public Housing Ad- %

ministration. Specific items required to fulfill the geneval
standards were based iron observed consumer behavior estib-
lished regionally by-consumer surveys. The most recent surveys
were completed by BLS between July, .1973 and June, 1974.

11. Three meals per day per pffson, 7 days per,week, 52 weeks per
year, for an urban family of,four persons: employed husband,
age 38,.wife not employed outside thi,home, 8-year-old girl,
13-year-old boy.

12. Food Price estimates are base& on data obtained during collection
of food prices for the Consumer Price Inex.

13. See BLS Bulletin 1570-5, p. 41, and food appendix.

14. The -airbanks-North Star Borough Impact,Information CenteReport
No. 30 (October 20, 1976) explains further, and derives a superior
intercity food price index.for Fairbanks compared with Anchorage.

' The problem in the current study isrothat too many places were in-
volved to make the Impact Information Center solution practicalt

-78-
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.

15. BLS Bulletin 1570-5, p..10 and p. 42. -See also BLS Bulletin
1570-3,.City Workers FaMily Budget: Pricing, Specification,
and AveraEe Prices, Autumn1966.

16. 'State of Alaska, Survey of Housing .and Food Costs, Division
of Personnel and Labor Relations (Draft), November, 1976.
Methodology was consistent with the 1972 survey of the same
name.'

17. Randomness essentially means that each household haL an-equal
chance of being selected. -9versampling state workers pre-
vented this. Sample sizes were selected in proportion to
the number of state workers in a locality. This is almost
the reverse of sampling techniques designed to maximize/the
confidence one can have that the sample accurately re2Y4esents
the population. Sample size should be,large enough to( in-
sure that,.given the sample variance in response to ques-

'tions cn, for example, the amount spent on housing, the'
sample mean is within a tolerable confidenceinteval of

'the "true" mean for the population. If responses are equally
Ly.:4rlable in large citils and small villages, the absolute
sample size should be a relatively larger proportion of the
total poPulation in the small village. If hous ng costs
were extremely varjable, it might be. necessar to sample
virtually 100 percent of.small village ho seholds and a very
small sample in urban areas. While this may not be practi--
cally possible, the srmple size does need to be larger in
small villages and could be smaller in Anchorage.

18. If the interviewers were carefully trained to give a rating
in cardinal term--that is, a rating of 3.5 is 3.5 times as
bad as a ratng of 1--the cost per constant quality unit
would have meaning.

19 On the other hand, some adjustment probably ought to be made
for the differences in method of meeting a given standard of
living, since :there might be differences between areas where
for example, gas is used fo-f'space heating and areas where
oil is used. This adjustment is made in this study.

, 20 There was fio information on whether this is actually true.
Insurance is expected not to vary, and ma.intenance repair
costs bear an unknown relationship to ,other ccists of living.
For moderate incomes, the basic Anchorage travel cost number
allows some normal intercity transportation. Thus for Fair-
banks, Juneau, and Ke-cchikan, the assumption of "no" air
transportation really means the same amount as is character-
istic of Anchorage residents. Outlying area esidents are
specificallj assumed to require instate air travel or its
equivalent in cost.
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21. It was necessary to use the overall food price,inciex in com-
piling cost of living, since a separate index was not cal-
culated for canned foodstuffs.

22. See fooTnote 21.

23. Teachers do not pay the Social Security taX, However, clessi:-
fied workers are on the Social Security system.

214. In'computing the final "cost of living' index, it was decided
that totaa'consumption costs would be a closel, proxy for
operating costs of schools thawwould total budgef'costs.
Taxes were therefore excluded when the inaex was calculated.

(1.
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CHAPTER 3

Comparison of the'Instructfonal Unit Allotments.and Cost

qf Living , .11 Actual Expenditures for Education

Introduction

Having compared the Instructional Unit Allotments with the

vaeious measures of thedifferences in "cost of living" in several

school districts and Regional Educationiatendance Areas (REAAs),

we can now ask whethe the Instruction'al Unit Allotments adjust for

differences in operating cos-ts. Again, it is necessary to make

some 'important but subtle theoretical_ distinctions in order to under.;

stand the-comparisons, which are limited by the data avatiable.
.

Expenditures on Education vs. Cost of Education Units

In an ideal. wdrld,'the Instructiondl Unit Allotment would in-'

flate the alloption for a basic unit of education by just enough

to adjust for the different costs of providing that.basic unit in

diftetent-parts ol the state. In such a world, the computation of

the instructional Unit Allotment would be simpler each district and

REAA
1

could be required under Department of Education regulations

to submit its estimated and actual costs of the basic unit at the

begi:Inin and 'end ot tne school year, together with-Vle number of

basic uni.t taught. in fact, however, there is disagreement about



how to define the ideal basic unit, since several different sorts

of classes are taught for students of varying abilities, backgrounds,

and a es. .It seems ridiculous to ask how much Ifigh school shop is .

..equiva ent in units of education to a month*of fourth grade arith-
#

metic or r edial reading, particularly if taught to different

students'of different backgrounds, and in difTerent surroundings.

Even the same class, taught in different circumstances is different:

the Supreme Court of the,Uited States ruled in the ,-ese of Browm

v. the ;liarti of Education that1'separate-bu.-equal" facilities,

when defined.as simply as a school-and-teachers-and-s'Aidents, are

, not necessarily equal. The quality of the physical facility and

teacher, the background'of the students, the size of class, and the

subject beinlg,taught all help letermine "how much" and even "what"

gets transferred in a teaching day. The founders of Alaska's
/ I

School'gundaltion program recognized the problem;.and adjusted

for some of the ways in'which the quality and cost of education
#

can vary.

A major determinant'of the quality of education is the type

cf instruction offered. A major premise of the Foundation±program,

for example, is that special education and vocatiozal education

are more expensive than the average academic class for the same

number of students. Therefore, the funding formulas provide extra

amounts of money far smaller numbers of students in vocational

arid 5;T,eoia1 education, and also allows them to be figured in regular



instruction for chi. 'ict fotalf;. (Table 3.1) The number of instruc-

tional'units thus computed in the Foundation program, however, aoes

not allow for the differences in the Rind and siZe of.classes taught

in regtular instruction, or the type (..2' program pursued: nine students

constitute an instructional,unit. This leads to the fundamental

difficulty that comparing expenditures per st'udent will not tell

one how costs of an ideal basic unii of instructi vary by lócation.

It only tells how the costs of providing nine students with "some-.
1

thing" vary by location. The problem is basic to understanding
,

differences'in spending levels. While one district in a- low-cOst

area may choose to provide an elaborate program and another in a

high-cc,st area-may choose a "bare bones." program, the expenditures

per student or per instructional unit may be identical. Unfor-
A

tunately for this study, there is no information abOut what an

*identical p7grm would have cost in both ,locations; there is only

information.op what the total of all programs actually pursued cost.

Expenditures per ADM vs. Instructional Unit Allotment Index
.

:lince it is not currly pos!t;ible to coffipare :aft costs for

an identical program of instruction, this section'will compare the

.toti cost of the programs which were actually pursued in each lo-

the 1'175-76 schocl year on a cost pE.r student and.a cost

inctructiohal unit basis.
2

Each of these comparisons provides

-8 3--
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Table 3.1

Schedule, of Allowable Instructi.- I I..nits

(1) Elementary and Secondary Schools schedule

In districts with ADM In districts with ADM
.undef'.1,000: of 1000 or over:

Instructiorial Instructional
ACM Units ADM - Units

, .

Under 10 1 Under 10
10-20 2 ,10-20 2
21-32 3 21-32 3.
33-46 4

_.

33746 4
47-62 5 47-62 5
63-80 6 63-80 6
81-999 6 plus'1.for 81-99 7

each 18 or fraction.
of 18 in ADM

100-3005 7 plus 1 for
each 19 pupils

.or fraction of 19

3006 and over 160 plus 1 for
each 23 pupils

or fraction of 23

(2) Vocational Education.schedule: (3) Special Education sChedule:

ADM* Instructional Units ADM* Instructional Units

\5-10 1 5-8 1
1172- 2' 9-15 2
26-J40 3 16-24 3

.and ov,-r 3 plus 1 for 25-35 4.
,

each 20 or 3E: and over 4 pluS 1 for each-11
-.Traction of 20 or fraction of.11 in ADM-

)

n

;;tudy soild1,!: If a district. has 5 or more correspon-.
the units :?,----cO!liputed in the same manner as for elementary

in districts t; AD1:1 under 1,000.

vocatonal e,1ucation and sl',ocial ,?ducation is based on full-time
esuivan't
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Dist.ric!,

cr

Tcrtal 1:2,75-76

Expenditures/ADM
ac a Percentage
cf Anchorage

Instructional
Unit Allotment
as a Percentage
of Anchorage.

Anchcrage
i3i'istc1

Con:lov-s

2ral

,126.

''

100.00_
132.56'

115,00
10;7.50_,

132.5'

111.25)
140.414-

107.50

1C)7.5"D

100.00
.107.50

107.5C
103.73

l'uorg-Inied Borough :--;chol Ditrict,

;c:;earch.



TdL1.-_? 2.3, (..:ontinued)

Total 1975-76 Instructional

1975-76
or REA.A.-' ADM

Total 1075-76
Expenditures/ADM

Expenditures/ADM Unit Allotment
_as a Percentage as a Percentage
.of Anchcra of Anchorage

!X.W. .Arctic 595.53 84,789.3 226.3 140442
3erinc. Straits 196.65 368.4 132.56,,
Lower Yukon 231.35 5,079,1 230.2 136.-50",
Lower, Ruskokwim 1,339:15 166.9 136.50-

?Ruspuk 264.32 5,863.5 270.2 140.14W

S . 4. lor. _ 55L4 03 - - '4,488.2 211.4 1a2.56-
Lai.c and Peninulai 132.562

ideutiari Thdin
- 4L),'.71.147 - - _ 207.9 132.564

2132.56

so 2,503.2 118.0 1::.2.562

170.1 140.444
220.5 140.44",

,.---
5.1.17:: .-\- 07,22 264.8 140.444

Ul'per -:..1il3'e1:) 194.0 133.75
,

De1 ta[4reLiv
1 ,

i1ak-.1 .-;ateway
2,087. 145.4 131.25.

1.11.25

727.70 159.8 115.00,
413.3E, 122.2 105.00'

_ _ _ ;42.2(3 179.0 107.50,,
( 105.00-

Chu:.ich 11. 172.8 11!:,.00

ALliSD reicr.r. .

' io3.a-,.1..Yr.-lactcr., :ince the c.istrc.-""Th r:ot

17 rail.

ooIrce AhlqIca Department; of Education, Alaska Unorganized Borough School Dl:itrict,
Center for Northern EdUcational Research.

\,4 -87-
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costs per pnpil. Finally, many of the small districts are located

in areas ofY.the state which ace relatively isolated from surface

transportation, an& are charact.erized by.severe climate. These

factors contribute to. increased operation and maintenance cost's; and

whre extensive distances are inVolved in administering Ole schools,

as in the North Slope district and many of the REAAs, administrative

expenditures also,tend to be high. The detail of operations ex-

penditures per ADM can be fourd in Appendiy Table

Expenditures per instructional Unit and Foundatinn Aid vs.
Instructional Unit Allotment Index

From the previous section, it appears.that the Instructional

Unit Allotments do not make up the difference in expenditures per

student between Anchorage and other communities in the state, even

tchough they are .correlated. 3 However, another aggregate comparison

is possible which may be more significant. In Table 3.3, the In-

structional Unit Allotment Index is compared with an 'index of total

1975-76 school year expenditures per instructional unit. (Detail

is available in Appendix At,..ble A.2.) This comparison adjusts the

'raw Average Daily Membership data in several significant ways. The

!'ormulas which are used to determine th,, instructional unit, "the

regate of all direct and indirect services necessary to provide.

4a standard Level of instruction for a group of pupils, applies in

such a way that for districts with less than 1_,00.D students, in-

structional units are generated at a higher rate than for

112
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District

Table .1 3

Py.penditure P0r intpuctional Unit- vs.
Instructional Hnit Allutonts, 1975-76

Total 1975-76
1975-76 Expenditures/

Instructional Instructional
Units 1

Unit

Total 1975-76
Expenditures/
Instructional
Unit as a

Percentage of
Anchorage

Instructional
Unit Allotment
as a Percentage
of Anchor,ge

Anchorage
Bristol Bay
Cordoll

Craig
Dillingham

Fairbanks
C,alena

Haines
Hoonah
Hydaburg

_Ouneau
Ka.ke

Kenai

Ketchikan
King Cove

Klawock
Kodiak

Matanaska-Susitna
Nenana
Nome

North Slope.
Pelican
Petersburg
Selawik
Sitka

.c..Thagway

St. Narys
Unalaska

Wrangell
Yakutat

2,268
26

48

15

39

740

1.6

37

25

11

289

19

357
184
14

170

217

20

71

103

5

46

21

124

19

14

70

46

10

$37,564
39,684

47,976
42,150

37,499

30,767
36,017
36,543
30,910

32,065
31,729
36,557
36,229,
,28,765

29,030
33,987
36,007
41,309
45,870.

65,758
27,443
30,597
40,6(q
33,696

26,566
41,387.
!1.2,815

30,781

27,011
44,688

100.0
105.6

82.6
127.7
112.2

99.9

95.9

102.6
82.3

85.4
84.5
97.3

96.4
76.6

77.3

90.5

95.9
110.0
122.1

175.1
73.1

81.5

108.1
89.7

70.7
110.2
114..0

81.9
71.9

119.0

100.00,_

132.56'
115.00
107.50
13').56-

111.25,
240.44'
107.50
107.50
107.50

100.00
107.5-0

107.50
100.00,
132.56'

107.50
107.50
103.75
133:75,
132.56'

, 140.44`
112.88'
103.75,
140.442
103.75

107
136.50-
132.

115.00
103..75,

'12.681

computeci Ir:ntrlicrlunal Units have Loen adjunted to reflect the reJier.-
(Tcra-4,1n.i. AOSD schools in 1r,75-76. REAirriTames are used.

--ficludes an acilional 5 percent isolation factor. because the district is not
connectecd to Anchorage, Fairbanks, or Ketch:;.kan by rail, highway, or the
Marine Highi,-ay System.

Source: AlaSke Department of Education
1,13
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REAA

Table

1975-76
Instructional

1Units

3.0 (continued)

Total 1975-76
Expenditures/
Instructional

Unit

Total 1975-76
Expenditures/
Instructional
Unit as a

Percentage,of
Anchorage

Instructional
Unit J',1lotment

as a Percentage
of Anctiorage

N.W. Arctic
Bering Strait

60

22

$47,626

66,367
126.8
176.7

14C 44
2

2
132.56

Lower Yukon 26 45,194 120.3 136.502

Lower Kuskokwim 51,6L;5 137.5 136.50
2

1Kuspuk 30 51,661 137.5 140.44
2

S.W. Region
_ 109 _ _ 35,190 93 7 ,132.56

2

2Lake & Peninsula

Aleutian Chain 47 _ 38,434 102.3 _
2

132.56;
2,PrIbilof Islands 132.56

Adak 43 37,469 99.7 132.56
2

Iditarod 33 26,518 -70.6 i4u.44
2

Yukon-Koyukuk 714 40,251 107.2 140.44
2

Yukon Flats, 35 53,079 1141.3 140.14J-4-
Upper Railbelt 1,0,806 108.6 133:7

Delta:Creely 105 _ _ 33,976 90.4 - 111.25
Alaska Gateway i 111.25

Copper Siver , 3 88 99.b 115.00,
A:ilette .30 95.1 105.00L

,;; - 68.9 - ) 107.50,
1 105.00`

77,381 9q . 115.00

conr,,zted

1-.een ::c.lusted to reflect the rep,lcns

REAA names are us.ed.

aiticci ..:ercent 1,;o1ation factor because the district is not
9banks, or Fetchil,:an by rail, hi!-hway, or the

114
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. districts with more than 1,000 students. (Refer back to Table

Except in the v,?ry largest districts, secondary otudents generate

instructional units at a hicher rate than pr5mary students, because

each high school is counted individually; likewise,.special education

and vocational education students generate instructional units at a.

higher r.a'te than regular instruction students, ind they also get counted

in regular instruction. Finally, the Commissioner may autho;rize a dis

trict operating a school in a remote area _(.a condition wl;ich applies to

nearly all the REAAs) to compute inst,ructional units for that school

as if it were a separate entity. Sinct Very small numbers of stu-
.

dents result in proportionately greattr number.S of inttructional

units, this. feature can be important for a small district with
A

,scattered schools. Since the instructional unit exists to adjust

for many of the,non-geographic factors which al:t thought to increase

costs, it should be true that the only significant remaining differ.-

.entials will be those associated with geography.; but Such is not .

quite the case, as is revealed by Table 3.3. 5
While e>ipenditures

per instructional unit do not diverge from ,the Achoiage base as

much as do costs-per ADM, several districts and REAVs spend far

less :)er instructional unit than does Anchorage; while for a few,

the index of expenditures per instructional unit is higher than

--1their Instructional Unit Allotment Index. These districts were

either in high cost areas (North Slope, Ber;ng Strait, Lower Kus-

kokwim, and Yukon Flats) or went isolated communities in regions

otherwise considered low :ost (Craig, Yakutat), which may indicate

-91-
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tTecial local condition lea.ling to increased costs. Among the

district schools, it is only when the five percent additional iso-

iation factor and the equalized percentage formula are taken into

acdount, that the total ibundation Program aid at least compensates

for the geographic differences in expenditures per instructional

mit anc in.expenditures per pupil. As can be found by comparing

the first and thirU or second and fourth solumns of Table 3.4, only

the North Slope district remains "under-compensated." No equivalent

table is available for the REAA schools since these get 100 percent

state fund.ng, but reexamination of the second is.:a>`of-Table 3.3,

above, indicates that the five percent isolation factor is critical

to'bringing the funding approximately into line with actual expendi-

tures per instructional unit:for the Lower KuSkokwim, Kuspuk, and

,Yukon Flats REAA's for 1975-76. Apparently only Bering Straits REAA

and North Slope districtJschools aIN outliers.

Local Spending

There is another fact about Alaskan schooi finance which the

figures in the last two columns of Table 3.4 reveal, however. A

few districts generate local revenues per student far in excess

of the statewide average. Examples are Anchorage, North Slope,:

Unalaska, and Haines, but thE: meaning of this phenomenon is not

clear. These cListricts might be attempting to purchase "more edu-

cation" per instructicmal unit, or it may be Ihat standard education

-92-
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Tal-de 3.4

Dis,!:rict

Di'ltiet Schools: Indices of Expenditures, Foundation Aid,
and Local kevonuer:, 1975-76

Estimated

Ex-r'enditures Foundation Local
Expenditures per Instr. Foundation Aid per Revenues

per ADM Unit Aid per ADM Ins. Unit per ADM
1 of % of of 9b.of % 'of

Anchorage Anchorage Anchorage Anchorage Anchorage

Lstimate

Local
Revenue,

per Inst:

Unit
of

Anchorag

Anchorage 100.0 100.0 100.0 100.0 100.0
Bristol Bay 195.3 105%6 242.6 131.2 72.0 38.9
Cordova 127.4 82.6, 185.0 120.0 31.5 20.4
Craig 224.9 183.o- 126.7' 14.2 8.1
Dillingham 187.7 112.2 230.4 137.7 10.9 6.5

'Fairbanks /07.6 99.9 159.7 114.6 49.2 45.6
Galena 195.7 97.9 152.5 148.2 13.8 6.9
Haines 127.8 95.9 144.6 108.6' 99.. 749

-Hoonah 17414 102.6 '- 2006:." 118.0 0.6 0.3
Hydaburg 141.7 82.3 1r95.4 113.4 2.5 1.4

Juneau 97.9 85,4 115.2 10(q4 35.2 30.7
Kahl 109.1 64.5 184.7 113.6 8.0 4.9
Ken 121.8 97.3 135.4 108.2 76.1 60.8
Ketchikan 117.4 96.4 125.1 102.6 89.6 73.7
King Cove 162.5 76.6 296.0 139:5 26.0 12.3

KIawock 174.7 77.3 256.0 113.3 6.6 2.9
Kodiak 126.2 90:,5 152.0 109.Q 36.3 26.1
Mat-Su 122.4 95.9 132.4 103.6 52.8 41.3
Nenana 207.4 110.0 140.0 9.9 5.3
Nome 124.1 122.1 206.3' 146.9 9.3 6,6

North Slope 297.1 175.1 235.9 139.'J 440.1 259.4
Pelican 171.2 73.1 268.3 114.5 8.0 3.4
Petersburg 108.0 61.5 140.0 105.6 31,.2 23.6
5elawik 201.5 108.1 277.5 148.9 5.2 2.8
Sitka 111.9 89.7 132.4 106.1 48.1 38.5

Skagway 109.5 70.7 182.0 117.6 36.1 24.6
St. Marys 241.5 110.2 317.4 144.8 0.8 0.4
Unalaska 233.8 114.0 296.3 150.3 120.0 58.6
Valdez 113.4 81.9 157.6 113.8 88.3 63.8
Wrangell 99.2 . 71.9 151.0 109.4 20.6 14.9
Yakutat 227.4 119.0 242.3 126.7 3.3 1.8

Spurce:.Alaska Department o Education, Alaska Unorganized Borough School District,
Center for Northern Educational Research.
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units cost more in these places than might be supposed', so that the.

Instructional Unit Allotments inoquestion do not fulfY account for

the geographic cost differences. Likewise, referring to Table 3.5.,

one can-see that there are seVeral school districts *hich spend far
1. /-

above.the state average inloCal funds per dollar of property value;

in spite of the fact that this does nqt resul.'t in especially high,

local revenue per.instructional unit. These places may be attempt-

ing to Compensate for funding defigieties in the Foundation pro-

-

gram by heavy "oPtional" taxation. Include&are Gidena, Kake, King

Cove, Selawik, .Unalaska. There is no local funding of schools in

the REAA's, of course, so there is no measure of local effort to

adjust for funding problems. No real conclusion is possible without

reference to a common program denominator which reveals whether it

iS costs of program or choice of program which causes local.expendi-

tures tip be higher than average.

Furthermore, making.Anchorage the base for a program which is

supposed to provide basic education may be misleading. Anchorage

attempts to provide many programs which simply are not available

in smaller cOmmunities. Corr:ring the cist of an Anchorage educe-

tion program with an identical program in the small, rural communi-4,

ties would undoubtedly result in cost differentials far larger than

those which actually For examples of some of the differences,

one need only note that many of these localities provide no pupil

support services, no pupil transportation, and some, no lunch programs.

-94--
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'District

Table.

Loca'll Revenue Effort,

Local
Revenue
per ADM

Local
Revenue per
Instr. Unit

Piz,trict Schools,

Local Revenue
per $1,000 1

of Full Value
(Mills)

1975-76

Local Rev./
Full Value
as % of

Anchorage

Local Rev./
Instr. Unit
as % of
Andhorage,

Anchorage 724 $11,802 12.6 100.0 loo.a
Bristol Bay 521 4,986 6.7 53.2 38.9
Cordova 228 2,617 5.9 46.8 20.4
Craig 101 1,033 4.6 36.5 8.1
f 3Angham 838 3.5 27.8 6.5

12airbanks '256 5,646' '7.6 60.3 45.6
Ga_lena 883 11.6 93.7 6.9
Haines

.100

722 9,585 15.1 119.6 74.9
Hoonah 4 40 0.5 )4.0 0.3
Hydaburg s 182 2.1 16.7 1.4

Juneau 3,29 4.8 38.1 30.7-
Kake' 56 632 5.6 68.3 4.9
Kenai 551 38.1 60.8
Ketchikdn. 649 9,438 76.2 73.7

168 1,571 17.5 138.9 12.3

Klawock 48 J:-75 4.9 38.9 2.9
Kodiak 263 :3,338 5.9 46.8 26.1
Matanuska-Suzitna 382 5,268 4.7 37.3 41.3
Nnana 72 6'75 4.4 34.9
Nome 67 845 4.9 38.9 6.6

North Slope 3,156 33,208 13.4 106.3 .25(1.4
Pelican 58 440 1,3 10.3 3.4
Petersburg 226 3,016 5.5 43.7 23.6
Selawik 38 364 9.4 74.6 2.8
Sitka 348 4,931 6.0 47.6 36.5

Skagway 276 3,153 3.9 31.0 24.6
St. Marys 6 46 1.7 13.5 04
Unalaska 869 7,500 20.4 161.9 58.6
Vldez 639 6,169 6.1 48.4 63.8
Wrangell 149 1,910 5.3 42.1 14.9
YAkutat 24 225 3.5 27.8 1.8

%

Average T362 4,376 55.6 i4.2

1Full value is determined annivally by the T'erariment of Community ancl F.eOonai Affairs
as "the estimated price whiOh th ',-,r0perty would bring in an open market.an%1 ur.der
the-then ;.1-vailing market conditions in i ale between a willing seler a

buyer bc,th converant with the proTter7v vith prevailing price lelels."
(eotion 1, (-1,:,pter 19, T ) 17 ::':ers from al.:-;cesse,t! value in -hat ]ec,-:1

property exempticns are ignore.7. LJ" rn 'nerai Opinion 19, 19F2)

Sources: ,I.laska Denartment of iduciation; AlcJ:a Department cf Communfty
Aft'airs Alaska Taxable



S;ee Anpendix Table A.:. Likewise, if Anchorage prov,ided only a

"bare l'cne::." education cgram, this would also imply a larger

expen,iiturecifferential between Anchorage and rural area.s than

In order to see how the costs of education forcurrently exists.

similar items can 'differ, the audited.bud6ts for district schliSls

and the Alaska Unorganized Borough School District (now, REM's)

were srilit into their component functions; and twc of these,

Regular Instruction and Operation 'and Maintenance, were examined

in even filler detail. Poyever, Jther total expenditures are

choen, or whether these are disaggregated to-compare to the Founda-

tion Prcgram's Instructioral 'Mit Allotments, the fact of Anchorage

::ehavics such compailison difficult.

U11_1,11-:- :'.1; t

1.t tntal relative

i i on

wi t:h

the

ba:7,1E-,.:

":

: :

()



lotal 174en1itures Per Instructional and Regular Expenditures Per
instructioaal Unit,Coml5ared to Im,.tructional Unit Allotments, 1975-76

Place

TotEh_ txpenditures
per Instructional
Unit as a Percent

of Anchorage

Regular
Instructional

Expenditures per
Instructional Unit

as a Percent
of Anchorage

instructional
Unit Allotment
as a Percent
of Anchorage

Anchorage
Bristol Bay
.Cordova
Craig
Dillingham

1n0,0
105.6
82.6

127.7

100.0
79,6
64.3
56.6

60.3

100.001
132.56
11.500
107.50
132,6

Fairl)ahks 99.9 86.1 111.25,
97.9 69.6'

Haines, 95.9 90.8 107.50
Hconah 102.9 78.0 107.50

82.3 88.2' 107.50

40
Juneau 65.:4 69.5 100.00

84.5 81.6 107.50
Kenai 97.3 107.50
Ketchikan e.t4 101.8 100.00-1
Kino., Cove 7e.S 45.0 132.56

Klawcck 77 , 67.8 107.50
-73.2 107.50

!.:atanta 73.1

0' Nenana 7744.5

Nome 108.5 132.5-

NorY:, 7.1 )1L.8 140.14:
112.EiBs

1 .T21. 75.2 102.7:T.1

18,8.1 59.5

0

Co'Irce: 1.,.e7rrr-,ent

L;

,

Alaska Uhorgani:ted Borwl-
School District, Center I, r Northern Edutional Research.
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410.

Place

6 (c(,ntinued)

; TOtal Expenditures
nser I tructionalp

Unit as a Percent
of Anchorage

Regular
Instructional

Expenditures per
Instructional Unit

6S a Percent
of Anchorage

Instructional
Unit Allotment
as a Perc,2nt

of Anchcrage

N. Arctic 126.8 82.1 140:441
Bering-Strait 176.7 66.8 132.561
LowQr Yukon 120.3 100.8 136.501
Lowir Kuskokwim 1C.5 93.8 136,50 1

Kusi:Alk 137.5 83,8 -140,44 l'

S.W..Region 93.7 64. ) 132.56-
lake and Peninsula

13 2 .56 1

Aleut'an Chain 102.3 132.5161
PribfJof Islands 132.56

Adak la1.4 1
132.56,.

Tdit
1

140.10r, ,

i40.144.1
Upper 153.7'.1

C*Lper

111.2
1 111.2F:

11H.CC,

-

?



7.tr7.1,1:

f.choo_

r iatTsh either their

7ona unit allot7,ents.

ancThalasa, which haYe

cllv th, s rolment ani are similarily located (and which

i'dlctments), cLii-fere nealy

perc. in h Im.ount spent per instructional unit cn certified,

1.1ric, percent in tne total spent per instruc-

:Ina: (Tale :7.tr2). Kodiak spent less per student in 1975-76

tah :.et.shl.,:as, a similar-sized district, did in spite of the fact

t-ha: "hiCher cost" district. This is true whether

tO.C.] expenditure is used to make the compari-

agw,71.: and r:rai the same :nstructional Unit Allotment

and are about the same sic_, yet Craig spent far more in total and

c)71 :regular instruction per student than did Skagway; while Hoonah,

a slightly larg _ dist .t in the same general area, spent less than

.:raig hut :nbre than Aagway ner instructional unit, while -It outspent

bcJth of the d.ifferenCos can he exn'a.ineci

-99-
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i .2..1: Iaries (TabJe 7), t there must allso

be differences in the program c fered. ;c:te that neither salaries

nor regular instructional expenses for 1975-76 bear much relation-

ship to the instructional Unit Allotments or to the relative "cost

of living," as measured by this study's Total Consumption COST Index

in Table 3.E; (Detail of regular'instruction expense appears in

Appendix Tables A.3 and A.4. Refer to footnote 2, this chapter.)

Flant Operaton and Maintenance

Plant operation and maintenance is the second largest single

function for which most school districts spent funds in the 1975-76

school year. As was true for regular instruction, plant operation

and main,:sance-expense bears no particular relationship to the

geograthically-based Instructional Unit Allotments, even though

these costs are expected to be (and appear to be) strongly affected

by severe climate af.J.. isolation.' An ndex comparison of costs for

plant operations and maintenance and the Instructional Unit Allot-

_merits appears in Table 3.9. In most cases in the southeast and

southcentral,parts of the state, the Instructional Unit Allotments

appear to be adequate (and more than adequate in some) to make up

for the difference in expenditures per instructional unit on opera-

tion and maintenance, when compared to Anchorage. On the rural

southwestern, northwestern, and Arctic coasts, and in the interior

of the state, it appear- that operations and maintenance expenditures

124
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Table 3.7

Total Expenditures Per Instructional Unit,
Regular Instructional Expense Per. InstructiOnai Unit,

and Average Instructional Salaries, District Sehools, 19'75-76

To4,.: Regular Average
Total Expenditures inst'.,uctional Instructional
Per Instipctional Expenditures ..-Salarv as a
Unit as a. Percet:-.: as a.Percent Perc,nt-of-__-

District of Anchc2'age of Anchorage Anchorage

Anchorage 100.0 100.0 100.0
Bristol Bay 105.6 79.6 90.7
Cordova 82.6 64.3 91.3
Craig 127.7 56.6 65.7
Dillingham 112.2 60.3 102.3

4
Fairbanks-- 999 86.1 99.5

'Galsea 97,9 69.5 89.3
Mines 95,9 90.8 86.6
Hoonah 102.6 7:3.0 81.8
HydahulT 82.3 68.2 '69.9

Juneau 85,4 69.5 80.9
Kake 84.5 81.6 88.1
Kenai 97%3. 79.2 98.8.
Kchikan 96.4 101.8 962
King Cove 76.6 45.6 63.8

Klawock 77.3 67.8
, 61.0

Kouiak 90.5 73.2 101.3
Matanuska-Susitna 95.9 73.1 .'88.0
Nenana 110.0 64.5 88%0
Nome 88.4 108.5 103.0

North Slope 175.1 114.8 118:5
Pelican 73.1 83.9 88.1
Petersburg 81.5 75.2 93.6
Selawik 108.1 59.5 95.0
Sitka 89.7 94.2 96.5

Skagway 70.7 66.9 79.7
Marys 110.2 . 36.4 90.0

Unalaska 114.0 73.0 90.4
Valdez 81.9 66.2 94.7
Wrangell c71,9 69.4 45.0
Yakutat 119.0 79.6

Source: Alaska Department of Education, Alaska UnoTganized Borough School
District, Center for Northern Educational Research.
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Place

Table 3.8

Average Instructional Salaries and Certified Salaries Expense Compared

to "Cost of Living" indicators, District Schools, 1975.76

W
Miu0

)11'' 't4::4

w .1-. bli -I-

.-I M W H M
M L.

/ -...._ f)
.H P g

W 0 1.4 ---- 0 'D M W
M Si X: W -

M 4: W 4= W 4-, g 4.: g 0
W 0 f.4 0 .H 0 .H 0 0 + ' ..0 0 X
W .H >, W H 4-1 Ti '.UP ,--i 17 '0 H 4-I ; ,-1 0 .H W

W 4-, 0

1:4 U M < 0 .H W 0 .H W 0 0 CZ <
4-, EH

> P M g-4 .H X P .ei X P
,:;.! Lini

0
.< 4., Ul 4-, M -1-. W 4--, -1-. W -1-. M

0 0 P 0 P 0 40 r , g 0
0 W W 0 , . 0 C

H H M 0 1-1 C..) H It H 0 0

Anchorage $20,556 100.0 $14,355 100.0
.

lOn 00 100.0

Bristol Bay 18;642 90.7 12,768 -,' 88.9 2
132.56

Cordova 18,761 91.3 10,579 73.7 115.00 114.8

Craig 13,500 C5.7 7,766 54.1 107.50

Dillingham 21,029 102.3 9,839 68.5 132.562 160:0

Fairbanks 20,465 99...6 14,741 102.7 111.25, 113.4

Galena 18,360 893 11,221 '-' 78.2 140.44' 155.0

Haines 17,793 86.6 14,4F4 100.7 107.50 108.2

Hoonah 16,820 81.8 10,996 76.6 107.50

Hydaburg 14,378 69.9 11,275 . 78.5 107.50

Juneau 16,637 80.9 11,771 82.0 100,00 100.2

Kake 18,107 88.1 12,916 90.0 107.50

Kenai 20,311 98.8k 12,874 89.7 107.50 109.6

Ketchikan 19,766 96.2 11,320 78.9 100.00 101.0

King Cove 13,127- 63.8 6,894 48.0 132.5
62

_.

Klawock 16,649 81.0 10,112 70.4 107.50

Kodiak 3.0-h823 101.3 11,308 78.9 107.50 112.6

Mat-Su (18,/.189 88.0 12,044 .83.9 103.75 104.0

Nenana 18,097 88.0 7,579 52.8 133.75 113.5

Nome 21,174 103.0 12,413 86.5
2

132.56 167.5

."

North Slope 24,355 118.5 12,739 140.44
2 166.3

Pelican 18,120 88.1 * * 112.88
2

Petersburg 19,236 93.6 12,519 87.2 103.75

Selawik 19,523 95.0 9,051 63.1
2

140.1g1

Sitka 19,829 96.5 13,722 . S5.6 103.75 104.2

Skagway 16,383 79.7 11,618 80.9 107.50

St: Maryb 18,508 90.0 5,723 39.9 136.50
2

Unalaska 18,577 90.4 11,568 80.6 132.56
2

Valdez 19,473 94.7 * * 115.00 113.5

-Wrangell 17,481 85.0 11,747 81.8 103.75
2

105.6

Yakutat 18,170 88.4 11,007 76.7 112.88 1/8.9 ,

lo

1
*Data not available

2.
Includes an additional 5 perceive isolation factor since the district is not connected
,to,Anchorage, Fairbanks, or Ketchikan by rail, highway, or Marine Highway System.

Skurces: Alaska Department of Education;Table 2.10, Alaska Unorganized Borough

School District, CenteT for Northern Educational Research.
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Place

Tai)le .3.9

Plant Oper,ition and Mainhawnce !:xpen:oll and Operation
and Mdintendnce Employee Salariel. nd..-11enefits

Compared to Inl-,tructiunal Unit Allutmonts

197-76 school Year

H
m

a, c
tz 0

c a m m m.e4
O a 4, -0 4, 4 0
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Anchorage
Bri:'.tol Bay

Cordova
Craig
Dillingham

$5,166 $4,229 81.9 100.0 100.0 100.00
7,433 2,047 27.5 143.9 48.4 132.56**
4,220 1,378 44.5 81.7 44.4 115.00
3,728 1,072 28.8 72.2 25.3 107.50
6,899 1,351 19.6 133.5 31.9 132.56**

Fairbanks 7,103 4,367 61.5 137.5 103.3 111.25
Galena 5,558 1,893 34.1 107.6 44.8 140.44**
Haines 4,658 1,959 42.1 90.2 46.3 107.50
Hoonah 5,295 2,232 42.2 102.5 52.8 107.50
Hydaburg 3,765 1,632 43.3 72.9 38.6 107.50

Juneau 4,800 2,678 55.8- . 92.9 63.3 100.00
Kake 2,594 903 34.8 50.2 21.4 107.50
Kenai 4,029 2,199 54.6 78.0 52.0 107.50
Ketchikan 5,032, 2,379 47.3 97.4 56.3 100.00
King Cove 4,128 1,869 45.3 79.9 44.2 132,56**

Klawock 4,588 1,210 26.4 88.8 28.6 107.50
Kodiak 4,640 2,146 44.3 ' 93.7 50.7 107.0
MatanuskP-Susitna 4,537 2,541 56.0 87.8 . 60.1 103.75
Nenana 6,215 2.077 33.4 120.3 49.1 133.75
Nome 10,140 3,138 30.9 196.3 74.2 132.56**

North Slope 19,427 7,628 39.3 376.1 180.4 140.44**
Pelican 3,834 * * 74.2 * 112.88**
Petersburg. 3,693 .1,552 42.0 71.5 36.7 103.75
Selawik 8,962 2,45C 27.3 173.5 57.9 140.44**
Sitka 4,193 2,281 54.4 81.2 53.9 103.75

Skagway 3,045 744 24.4 56.9 17.6 107.50
St. Marys 7,615 1,933 25.4 147.4 45.7 136.50**
Unalaska 7,061 2,519 35.7 136.7 59.6 132.56**
Valdez 4,699 * * 91.0 E': 115.00
Wrangell 2,853 1,217 42.7 55.2 28.8 103.75
Yakutat 5,521 2,705 '49.0 106.9 64.0 112.88**

*Data not av,:ilatAe

l'*INcludes =-111 additional 5 percent, since the district is not connected to Anchorage,

Fairbanks, or Eetchikau by highway, railroad, or the Alasl,:a State Ferry System.

Source: Alaska Department of Education , Alaska Unorganized Borough School. District,
Center for Northern Ilducational Research.
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JDer instructional unit outsti"ip the Instructional Unit Allotment

differenti4; and this is particularly true in the REAMS. For a

wide vari ty of reasons, including (but not restricted to) isola-

tion of facilities, climate,~-type of building& inherited or constructed

and their copditions, cost in the REAA's for plant operations and

maintenance in 1975776 were much higher than in most of the district

schools. The detail of operational expenditures is not further aria-

lyzed here because the 1975- audit reports reveAled that there

may have been special arrangements for facilities use and utilitiea

in many cases which preclude successful comparison of districts. 6

The largest component of operation and maintenance expense is sal-

aries and benefits, which accounts for wel third of the total

in'most cases (even where utilities prices are quite so it

might be expected that plant operation and maintenance expenses-
A

would follow the Instructional Unit Allotments. That they do not

is shown by the last three columns of Table 3.9. The salaries and

benents component forms a smaller part of the total plant operation

ard maintenance cost-8 in the high utilitiet costs areas, as might be

expected; however, the salaries and benefits paid per instructional

unit is seemingly unrelated to the index of the Instructional Unit

Allotment. Part of this index problem is caused by the unusual be-

havior of the Anchorage district, with ita high wages and salaries

payments, but the North Slope District ar;d certain of the REAA's also

exceed the differential. The' reasons fcr the divergence of the salary

index are not certain, but appear to be unrelated to geograph-ic

differentials. 129
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Plant Operations and Maintenance vs.
Regular Instruction,and Tax Effort

There is some coincidence between those districts which make

an unusually large effort in the area of plant operatand main-

tenance, and a correspondingly small effort in the area of regular

instruction; for example, Selawik and St. Marys spend far more on

operations and maintenance per instructional unit than the average

school district, but they spend correspondingly less (Appendix

Table A.2) on regular ins,tib These districts may be staying

within their funds by sa(crificing instruction:9 Several of the

REAA's may be in similar straits, since their spending on instruc-

tion, which could be expected to be'far above average because of

high costs of operations, does not exceed that in lower cost areas,

implying a below-average real expenditure for instruction. None of

the REAA's supply pupil support services, and many spend little on

pupil transportation. In most of the REAA!s, plant operations and

maintenanLe expenditures are extraordinarily high, as are those for

food service when itis provided. Certain of the district scl-ools

have been able to maintain average to above-average expenditures on

both regular instruction and 'operations and maintenance, but this

isusually at the expense of a relatively large local tax effort,

as in Anchorage, the North Slope, and Unalaska (Table 35)10 The

inference can be drawn from this more.detailed analysis that all

components of cost do not behave the same way with respect to the

geographic divisions of the state, and that tr!ating each functi.mal

-106-
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component of cost identically in the Foundation Program-may-force

school distlicts and REAA's to reduce certain controllable.parts of

their programs in order to compensate for parts which may not be

unler their contr61, in order to stay within the bounds set by the

Foundation Program and local funding.

Summary

To summarize, the Instructional Unit Allotments at least covered
i .
,

the difference in total operating expenditures per instrtictional unit

in 42 out of 48 school districts and REAA groups in 1975-76. However, one 1

interpretation of the low correlation coefficient between the index

of total operating expenditures per instructional unit and the In-

structional Unit Allotment Index is 'that "costs of school operatiOns"

are not related to "costs of living," as defined by the current in-

dex. Some districts spend local funds at rates far above the state-
'.

wide averar;e; however, it is not possible, given the.data, to tell

whether this occurs because of inadequacies in state funding, be-

cause of differences in program offering, or some other ason.

On a more detailed level, this chapter examined whether regular

instruction and operation alwl maintenance expenditures are related

to "cost of living," as defined by the Instructional Unit Allotment

Index. Again, the index of expenditures per-instructional unit for

regular instruction was seemingly unrelated to the "cost of living"

Aloe
131

-107-



even though salary differences do eYplain much of the difference in

expenditures for,regular instruction. Salary differences turned

out to be unrelated to the "cost of living." The operation and

maintenance expenditures differences for rural Alaska were even

larger than the "cost-of-living" differences, as measured by the

current index. There is also some evidence that operation and

maintenance expenditures are negatively related to regular inStruc-

tion expenditures and positively related to local revenue efforts

in at least some cases, suggesting that in 'places with high costs

for plant operation and maintenance, schools tend to economize on

regular instruction or communities have to make an extraordinary

tax effort, or both.

132
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Chapter

Footnotes

Regional Education Attendance Areas (the Alaska Unorganise
Borough School District or AUBSD in 1975-76).

2. Funds for expenditurea shown in this chapter and\the an.!- oendices

came from the School Operating Fund, plus all st4tea-nd federal
special funds grants and local sources. Whil it can be argued
that "once-only" grants might cause expenditures to be too high
for some districts for the year 1975-76 compared with "normal"
experience, we decided not to attempt to determine which grants
were part of "normal" financing and which ones were "exceptions."
A more definitive set of conclusions would come out of averaging
3 to 5 years' experience with the current program; however, we
have only 1975-76 available as a year using the current Instruc-
tional Unit Allotments. Also, in 1975-76, the AUBSD (REAA) re-
gional schoolt were not necessarfly funded using the allotments,
although the total amount for the AUBSD,schools was. Therefore,
expenditure figures shown in this chapter and findings based on
those figures should be viewed with caution.

3 The simple correlation coefficint between the index of total
expenditures per ADM and the Instructional Unit Allotment Index
is about 0.72, apparently indicating that "cost of and
"expenditures per student" are sttongly related. The coeffi-
cient is also statistically significant at the 5 percent level.
However, the coeffj.cient of determination,,which measures the
percentage variation in total expenditures per 6tudent "ex-
plained" by variation in the Instructional Unit Allotment Index
is only about,0.50, indicatipg 50 percent.of variation-in ex-
penditures per student is explained by other factors unc'brrelated
with the Instructional Unit Allotments. Alsc,.high cost of
living is correlated with,small size. See-footnote 5 for results
after the adjustments for size of enrollment are made.

4. Alaska Statutes 14.17.250(18).

5. Statistical regression procedures show that the correlation co-
efficient is only 0.47 between the two-indices, indicating they
move together only about 50 percent of the time. The coefficient
of determination is only 0.19, indica:ting that "cost of living"
only accounts for about 19 percent of total variation in expen-
ditures per instructional unit. TA correlation

J
coefficient is-

significantly different from zero at a significance level of
five percent.

-109-
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The correlation coefficient between the index of average instruc-
tional salaries anci the Instructional Unit AllotmeAt Index is
only 0.23, while the'percentage of.variation in average salaries
explained by differences in the Instructional Unit Allotment
Index is only about 2 percent.

7. The correlation coefficient is 0.64, but the coefficient of
determination.still shows only around-40 percent of total
variance in plant operations and maintenance expenditures per
instructional unit is eixplained by yariation in the Instruc-
tional Unit Allotments.

8 It i,seticularly difficult to make comparisons where the
sch&"l is also an evening social center, or where housing pro-
vided for the instructional staff is carried on the books as
part of operations and maintenance. 'father than as instructional
expense. It was impossible to separate.these sourceS of-dif-
ference in the figures. Utilities costs were often'important,
but they could not always be separated into heating fuel,

.

electricity, and "other." (See Table A.5) The price and
terms under which electricity in particular is-sold tb schools
is also very susceptible to local arrangement.

It is Cifficult to say that this happens in more than a few
Them=, and positive (0.38) statis-

ticallv f-.;inificant corre.ation between spending on regular
instruction'aad expenditures on operations and maintenance,
whereas one would expect it to be negative if a tradeoff- were
-occurring everywhere. Eowever, the problem could still exist
for hi:gh maintenance cost districts, as long as they as a group,
still spent more than the average district for regular instruction.

O. Ar.ain, this may be just a few cases. While there is a slight \
(0.24) positive correlation between local revenue per unit of
full ,,alue and plant operations and maintenance costs per in-
structional unit, as expected, the equation explains only-two
percent of variance in local tax efNrt, and the correlation
coefficient is not statistically significant at the five per-
cent level.
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:1,ummary irdw an,1 Cc.,nelusions

ui,on the res,,Ilts of thi!-. s.v.:Cy4 it is 7:ossible to draw

a ,r) conclons regarding future courses of action 1-7!-

to the PLIblic L.chool Foundation Program and the Ilse of region-

11 "cost cf living" indices to adjUst for regional differences in.

:2..st of operations. The study findings point to three general Levels

ch-=nros or alternative courses of action which could improve -the

ound-r.ion Program's a!:ility to .-4.eal with district-to-distric.t 0;f-

ferences in cost operating schools. These are:

7 E.vel if there are no other chanp.pc.. in

F'rogram funding scheme, the present Instructional Unit

Allotments could be changed to more accurately reflect

interregional .sifferences in the "cost of.living."

At a mo're 1-.1sic level, tl-e .schedules used for comput-\

ing instruc7:11.1.units could be revised to better

. .

reflect tne place-to-place differences in components

of cost not necesarily associated with differences

the "cost-of-livi."

At the most 1-:s:.3ic Lew-2, given additional work, it

,ppe 5.ili to place-to---place

1 36



programs of educat:on,

These threA cor7es of aoticS will :De discussed ir the section

Pntit21.=,d Alternative p,:roacs'': :roblem, following the summary

findinp.s Presented in the nxt Each will be related to

thr study findings, and som tos ile advantau:,s.and.disadvantageS

wili be given for each. The !.,Ammai:y of rindir,s subsection imme-.

diately follows this introduction. :t is organized with respect

to the three ge;ieral sill)ject areas of this' report: History of In-

structional :_fnit Allotments, '-:.ont'ariscn cif COst of 7,,iving IndlCa-

tors.to Instrotionai Comnaricn of ::'Terting

rxperses to Instructio:.:il Unit Allotments. Each finding is ac-

sar.ie be .a brief scmt te ,tresented in the

History 3:-

cf

-ions costs col:ain
_ that Alasl<an

hLY,: felt t't.Lt.some form. of

sLional :.or cost fifferAnces

h;:t t

let on.v to teachers'

to other expenditures

nmont Troram an'.I the

13 6
-112-





been tied explicitly to location and have been treated separately

from cost differenc'es arising out of special cost characteristics

of some programs and economies of scale achiel7ed by larger districts.

The evolution of the idea of paying regional differentials

has been in the direction of paying greater differentials, and

' takinz into account a wider diversity of local differences between

locations. Uowever, there has been confusion in the law and in

administrative regulations between the concepts of place-to-place

differences in ni costs of school operations and place-to-place

differences i osts of living. The result has beet that regional

differentials is the law have been based on cost of living differ-

ences, which may be only tenuously related to place-to-place dif-

ferences in costs of operations.

is apparent from statements of intent and language in

the La tha (1,gislatures have consisten.tly attempted to provide.

Hrost funCn :Tchcol -listricts for 'basic education," presumably

tintlishahle from less basic or optional education. However, the

ous empt:t

mL;.(ir.': this distinction work has resulted in strenu-

circu:I.:ent the problem, the latest of which is to

.7t2m;.t Ceiine E! "basic need" in terms of facilities

ar. :tat' ( term i.)roerL:m. instead, "basic need" :1,7 defined

uctional units allowed by fbrmula, times the

1 unit J lc enS (]:n the sense the rfeional differ-

ehti,1 ti.mL Lace dol.j.ar rJnde the legislature sets

-L13-
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the base allotment, "basic need" or "basic education" is opera'

ally defined as whatever,the legislature decides to fund. The re-

sulting program is a peculiar proxy for funding a basic program,

adjusted for scale economies and interregional differences in op-

erating ,Iosts. The inability to workably define basic need or basic

education is inextricably linked to the use of "cost of living" in-

stead of a cost of education index as ,the adjustment fo ,2gional

variations in '-o'perating costs.

4. In establishing the Foundation Program, and in revising it

from time to time, some ideas have been discarded which have apparent

potential for solving some of the current problems faced by school

districts. One example of such an idea was to provide state matching

funds for school districts which made a tax effort above that re-

quired by the state in the Foundation Program. This would go some

distance toward reducing the differential effect of taxable wealth

on the ability of school districts.to supply education funds from

local sources. By tying aid per ADM or a.id p?r instructional unit

to revenue prodeced per dollic of taxable property, for example,

rather than taxable wealt'a per student, the supplemental formula

would produce more dollars, not in thosP districts which can raioe

Large dmoimts per student with little impact on the base, but in

those distr.if'ts with small tax bases which must make large efforts to

1 3 B
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generate the equivalent revenue per student. Another discardea-

idea which appears to have some merit was the 1962-1969.practice

of compensating districts on different schedules for separate

contributing factors to their costs. While the system is Complex:

and may have been discarded for that reascn, it haa.the advantage

that it could adjust more accurately for those portions of cost,

particularly plant operation and maintenance and administration,

which may be a function more of the age, size, and relative geo-

graphic dispersal of individual school buildings than of school

district enr011ment.

Findings: Cost of Living

With respect to co:-..c of living, Chapter 2 introduces four

major fr7.ndings: 1) that virtually all recent cost of living studies

in Alaska appear to answer the wrong question and, therefore, re-

sult in an irrelevantor unclear index for use in comparing cost

cyf living between lo-cations in Alaska; 2) that the mos,t appropriate

1!

means of comparison A a budget study whicll measures differences in

prices hut not tastes or income; ?) that since such studies do not

,2xist for Alasa, indices must he compiled from fragmentary data

-rninF, the individual component.T, of a well-researche budget

Alaka, and c,--,m1-2ed into-a plausible total ansumçt
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index; 4) and finally, that in comparison with such an index, the

current regional differentials appear to inadequately reflect the

probable true differences in cost of living.
_ .

, For the purPose of measui:ing the difference in cost of pro-

viding an equivalent standard of living or level of educational

services in two locations, which is the apparent pUrpose of using

the Instructional Unit Allotments, the ideal index would hold the

standard of living constant and measure the difference in cest of

the cheapest bundle of goods and services in each location which

would provide that standard of living. As a second best solution,

the cost of a given bundle of, goods and services which provides a

given standard of living at one location ca be obtained for the

second location, measuring the difference in prices between the

locations, if not the minimum difference in the cost of living.

However, existing indices do neither The Cooperative Extension

Service food market basket index can be used to indicate whether

the cost of a given group of food items is different between two

locations, but when this kind of index is arbicrarily averaged

with relative total food and housing expenditure information of

.the type produced by the :ion of Personnel and Labor Relations'

eriodic surveys, as is apparently done for setting the Instruction-

al Unit Allotments, the result has an uCcl r relationship to the

"cost of living." The direct use of expend ture data of thE MOST

recent Personnel Eind :ahor Relations study is not appropriate in

-116-
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the present context either since that information on j could be_

used to shOw the cost of maintainirng different standards of living

in different urban and rural locations.

The most appropriate usable measure of the difference in

- cost of a fixed or equivalent standard of living is to take a given

bundle of goods and services which are known to produce a giVItri

standard and price them at different locations. This is what is

done by the Bureau of Labor Statistics for Anchorage and several

other U.S. cities, but equivalent information is not available for

other places in Alaska. As a proxy, this study develops price

indices for several'bilndles of commodities which are representa-

tive of consumption patterns in Alaska. These are assumed to pro-

vide equivalent gtandards of living wherever consumed, and they

correspond to the major categories of consumption in the BLS inter-

mediate income budget. Once the cost indices are determined for

each individual component of the budget, weights are assigned,to

each cost index which are equal to the proportion of total con-

sumption eacn component represents in the BLS Anchorage intermediate

income budget. The resulting weighted cost index represents in a
a

general way the relative cost of maintaining an Anchorage moderate

st4pdard cf liVing or its equivalent at several locations in Alaska.

This index is designed mainly to measure price differences, not,

differerce of tastes and income, which are appropriately held

c:nstant.
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In comparison with the costs of maintaining a constant

standard of living in several locations, the "cost of living" ad-

-justment represented by the Instructional Unit Allotments shows

much lower costs in most rural, areas of tb,e sta.t.!. This is prob-

ably because the current adjustment does not reflect the fact of

lower rwl incomes in most rural areas, and lover standards of

living in housing, for example. Since the current index,does not

adjust for differences in standards of living, it is not appropriate

to use this index to fund programs which are supposed to have equiva-

lent levels of funding in each comMunity, when costs of living are

taken into account. The index created for this report, while im-

perfect, comes much closer to meeting that standard.

Findings: Relative Expenditures and Instructional Unit Allott'nents

There are five findings in Chapter 3 with respect to actual

expenditures which are worth relTeating in-this summary. Some of

these were observations concerning the expenditures themselves;

others came trom comparing actual expenditures for the 19/5-76

school year with the instructional Unit Allotments. The findings

ar,,: 1) that it was not possible, given the data, to show whether

place-to-place differences in costs of educational programs arise

from differences in unit costs of education or differences in programs;

2) that the schedule used to compute instructional units for ADM has

more impact on equalizing school funding than the cost of living

adjustments; 3) that, taking into account the "economies of scale"

-118-
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factors and "difference in program" factors contained in the

schedule used to derive instructional units, there was no statistic-

ally'significant correlation between actual expenditures per in-

structional unit and the current "cost of living" adjustment in the

Foundation Program; 4) that there is no statistically significant

relationship between average salaries hnd cost of living,,as embodied

in the current Instructional Unit Allotments; 5) finally, that dif-

ferences in expenditures per instructional unit on plant operations

and maintenance are typically. higher in the more rural and northern

parts of the State than are the corresponding differences in costs

of living. These same places are usually characterized by lower

salaries and expenditures on instruction, by high local taxes, or

both.

1. The problem of identifying the cause of differences in.

costs of programs makes direct comparison of historic unit cost of

operations by place impossible, since a "bare bones" program in an

expensive location might cost the same as a more elaborate offering

at an inexpensive location. The only cost comparison available is

for those programs actually offered, and there is no current opportunity

to compare the unit costs of a "bare bones" program between places

with the "costs.of living" between places, to see to what extent the

current "cost_ of living" index iverges from a true "cost of operetions"

Index.
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Comparing each school's actual expenditures per ADM on

an index scale for the 1975-76 school. year with Anchorage equal to
r-

and doing the same for expenditures per inStructional unIt, we
r.

ound that the influence of the schedule of instructional units (and

the power of the Commissioner of Education to determine the method

of calculating instructional units for isolated schools) had more

influence on relative amounts of funds received and spent than did

the instructional unit allotments. While beyond the scope of this

study, an investigation into the history and effect of this schedule

appears at least as important as the current investigation of the

Instructional Unit Allotments.

3. 'When both the economies of scale factors and the difference

in program factors implicit in the instructional.unit formula are

taken into account In comparing unit total expenditures for education,

the correlation between the Instruct,i6nal Unit Allotment Index and

expenditures per instructional unit is "small" and only explains 19

percent of variation in expenditures. The finding is difficult to

interpret because thsre are several possible reaspns for differences

in expenditures per instructional unit (see parifraph 1, above);

however, at several locations with high costs of living (and probably

high costs of operations), expenditures rer instr:uctional unit are

among the lowest in the state. In other cases, the 1975-76 expendi-

tures per instructional unit far outstripped thE cost of living ad-

justment. One possible interpretation of the finding of low cor-

relation,i,s that relative costs of operation are not related to

14 4
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relative costsOf living by location, as defined by the current

Instructional Unit Allotment Index.

-e

4. As a partial test of the proposition that costs of oper-

ation are not related to the cost of living, the correlation Was

computed between average instructional salaries, which reprent
.25

a very high proportion of total operating costs, and the'cost of

4

living as indicated by the Instructional Unit Allotments. Again,

the correlation is very small, indicating that the actual salaries

being paid bear little or no relationship 4o the supposed cost of

living,Part of the explanatieNty lie in relatively high staff

turnover and consequential low tenure of teachers in rural areas;

however, whatever the explanation, the fact is that salaries are not

explained by cost of living differences. As a matter of fact, they

are lower in many places in high-cost,rural AlaSka.

5. Plant operation and maintenance seems to be a major con-

tributing factor to the differences in expenditures per instructional

unit. In many of those cases with high Instructional Unit Allotment,

the plant operations and maintenance is higher. Also, in several of

the district schools, the cases with high plant operationk.dild main-

tenance expenditures, either regular instruction expenditures are

low, or local revenue effort is high, or both. Plant operation and

maintenance costs appear to have different characteristics than bet;

costs of living and other costs of operation, and this is not p4vided

for in the Foundation formulas. Also, judging from che relationship

145
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between regular instruction, plant operation and maintenance, and

tax efforts, it may be that some high maintenance cost districts

are having to make extraordinary tax efforts and reduce spending on.

instruction to stay within the budget. Certain REAA's also appear

to be compensating for operation and maintenance eosts by reducing

spending on regular instruction.

Alternabtive Approaches to Problems Raise&

Three major approaches to the problems raised in this study

? have been identified: 1. adjuSt the instructional unit allotments;

2. compute instructional units differently; and 3. develop a "cost

of education" index. These correspond to successively fun&amental

levels of possible change in the Public Scnool Foundation Program.

At the most superficial level, the study finds that the Instructional

Unit Alloth.ents currently in use do not adequately reflect cost of

living differences 'between locations in Alaska. Even if no other

changes were m;lde, making these cost of living adjustmentJ more ac-

curately reflect true cost of living differences would improve the

Foundation Program-by pointing out other features of the program which

mav need revision. Although subject to all the imperfections mentioned

in :1-lapter 2, the total consumption expenditures index prepared for

this study represents such 3n improvement,

more improvemen- in this index is pos,Fible, since the

current ide was prepared using a series of proxy varilbles, in
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place of real budget studies i'f)r r..7.e.skn locations which at the

very least contain standards for diet and shelter, and which have

a less arbitrary standard for transportation expenditures. Such

budget studies are not currently done in Alaska, yet the Division

of Personnel and Labor Relations has twice made.an intensive effort

to collect price and budget data in several locations. Small modi-

fications of Personnel and Labor Relations' methodology could gen-

erate much-improved budget information, using the same collection

mechanism and expending approximatelithe same effort. Primary

needs in this area are: weighting the food prices properly; collect-

ing a sample of housing eXpellditure information keYed to some mini-

mum housing standards, and with random sampling less heavily wea,ghted

towarci. Anchorage, Fairbanks, and Juneau; and including in the ques-

tionnaire costs of transportation, household operations, and medical

and personal care.

At a more fundamental level, the problems with perceived in-

escluities in state school funding may not lie with the use of an in-

0 correct cost of living or cost of operations adjustment to the 1-ae

allotment_ In i_.articular, the data on 1975-76 e;:penditi'res on plant

ooerations and maintenance seem to indicate that these expenditures

not follow the same ittern an expenditures on instruction, and

may he influenced b; different factors. The Foundation Program

tooh this luto consicleration from 1962 until 1969 with a sep,irate

0 allocation un-uJ far attendance centers. ';;Ithcur
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getting involved in the issue of whether t.ho4e earller adjust-

ments zrc, thr correct ones (there is no reason to suppose they

are), it appea l. worthwhile to rec'onsider the concept of computing

funding units on a double schedule which accumulates "regular in-

struction units" at a different rate than "operations and maintenance

units."

At the most fundamental level, there must be rqcognition of

the fact that the current formula_ is only a proxy for the most ideal

solution, which is to do a real cost of education study, including

a definition of "besic need" in terms a hrograms- rather than dollars.

The failure to define h:isic programs being-bfunded means that the

audited accounts of ..;chool districts show costs of a "basic program"

in only rhe .7!:)t general terms. To put it another way, the state

knows is willing t:e pay, but ft does not know what it is buying.

The State Department of Education may not want to dictate

program offerings to the school districts nnd REAA's. It need

not do so in order to fund the programs in a way which reflects

relative o'perating costs. For example, there stiems to be no rea,;on

1,,hy the state could not ,..refully reevaluate and recalibrate the

errrrulos h -.Ionyert into instructional units in 11,,!,ht

actual co experience shown in audited h:counts over. a matti-

o;ir pci: :ondlv, it is poihle in ;:.rinciple to require

each :-;upplemental IccountIng r.2quirement, to

repor;.: Lhe in loc:i htice of carcrully-defined "basic

1.4 L.
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eddation market basket." The !,o1e reason..for s6ch an e.xercise

would be uo establish the differences in relative cost of education

in each district for use in the Instructional Unit Allotments, with

the progv:im oc7.11er:,,ise uncied.

Advantages and Disadvantage.; w!. Alternatives

There are several advanta and disadvantages r.o each ah:er-

native approach. The most_ ,.:,bvious, advantage of the -:irs,t is that the

vc.:ision of ..;_he instructional Uni,c Allotments is not costly

and can he redone periodic:ill- and more accurately at Little additional

cost ',he state at-: lon as :seriodic survcv,; cost of living

-Ire undertaken (A c,thev rh,.2 irimary di:i;,-Advantage is that

,loos not at tor of education being

high o low in ':ocation and, therefore, may be grossly in error,

no :1;it[..01- how great pect--,nn:=i-..,e value.

alernative requires an additional., study but could

'Aso :c.oric data and would not, tiu-vel7ore, v.-quire additlolull

r.t, school. It joes not, ;lowelicr, set at the

tn'tt c,,::Icat.i:)n and cost of ore not the ,:.=e

real-;:ve

-0 it oannot produce .;1e.ii-,t,st. I: is mor,.

p t t i rt: 1 z. . z

1 4 9
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The pri7,arv disadvantage is t.h .! it requires another study.and

additional work and expense in reporting and auditing o school

district and REAA

This study ,:ontsins no reco.Tuda',Ac.,;1 for azv of the afterna-

Live solutions. Whether any is adopted obviously depends upon a

careful weighing of the cost of additional studies, the prohiThility

of success cf- those studjes, and the expected changes each would

make in the ?xisting program it adopted. Each oi the alternative

solutions :; stated in 2.enera1 tc,rms: this wa!: considerx±d preft7r-

,11,:, to nTor111):. plarls it outltnc!d the ineral

of 17.!j," on ceport

1

;:.'.
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District

Total

Instruction Total Total Plant

Total Total Fegular and :nstr. General Oloeraticns I Total Pupil

Operationr In. :uoticnal Support Support Maintenance Su:..Tort Total Pupil rcod

Expenditures Exi nditures Expenditures Expenditures Support S.,rvices Transport Services Mtal
per ADM per ADM per AP. per ADM per AEM per ADM per A:DM per AlM. AIM

Anchorage $2,123.2 $1,149.4 61,397.7 $217.7 $282.1 825,0 $114.6 575.9 4,126.42
Bristol Bay 4,146.7 1,681.5 2,371.2 525.9 776,7 107.2 221.5 144.1

Cordova 2,735.1 1,140,1 1,901.4 228.5 367.9 46.6 28.0 72.0 550.54

Craig 4,775.3 1,145.3 3,400.5 619.0 371.1 171.1 100.3 123.4 150.70

Dillinzham 3,825.» 1,150.4 2,586.4 600.0 652.3 0.3 136.7 0.0 412.4y

-,(77.-.Fairl:anks * ,
12,1C-5.53

Galena 4,!:4.6 .,, .,.3 2,302 3 553.5 628.1 174.0 72.7 228.1 141-59
Hais 2,-14.5 1,3:2.2 1,214.9 303.6 251.0 51.9 93.0 5.1 4781.83

Hoona'-. .3,703.5 1,5.4,1 538.6 508.8 2.4 0.0 207.1 250.18

Hyda:.... 3,508.9 1,746.0 .0 0.0 366.5 0.4 0.0 194.0 113.10

Jun::au 2,:76.6
, .

916.3

1,125.2

.2 274.5

474.1

311.2

228.4

8E7
C.0 c

93.0

52.1

79.5

77,9

4,457.25

21-f..72

renai .,.. 4 5,E45.CE

'4;e:ohi'..can 2,-52,8 1-24. 1,8,1..1 157.1 346.2 .,?...c., 111,3 71.4 2,574.:6

'ing Cove 1,111.3 2,233.2 834.1 483.5 0.1 6.4 60.6 116.75

Klawock '.2 1,781.7 2,335.7 783.7 585.2 0.0 30 2.0 52.53

i Kodiak 1,173.2 1,816.3 283, 331.6 69.4 50.7 53.4 2,155.01

:,:'o.s 1,503.5 :CC.. 327 2 54.0 256.4 155.0 3,125.79

l:ens7.a 1,3_,8.3 2,538.5 561.3 662 / 59.4 311 '..-. ..6. 1E7.68

Nome :4.5 1,70.6 2,214.5 2.8.7 0.-.8 136.0 56.2 58.4 684.54.

North Slope 6,028.3 2,239.4 2,508.2 1,128.8 ,663.6 58.1 105.4 1,073.73

Pelican 0,63L.0 2,233,4, 2,703.6 416.8 507.6 0.0 5.0 0.0 37.75

'PsterslY,Irg 2,293.1 1,146.1 1,534.2 274.0 276.8 63.4 61.6 42.5

Selawik 4,279.2 1,274.2 2,270.D 716.3 ;44.4 14.2 C.0 232.9 189.26

'. Sit:ca 2,276.1 1,353.2 1,588.7 238.8 235.6 E3.5 61.0 67.4 1,752.42

Skagway 2,324.0 1,180.4 1,E44.6 327.8 256.4 65.1 0.0 0.0 217.21

St. Morys 5,120.5 917.5 3,022.2 737.7 943,4 0.0 0.0 424.2 113.00

Unalaska 4,863.4 1,720.4 2,087.0 590 6 816.5 27.7 357.2 72.3 120.77

Valdez 2,456.6 684.56

Wrangell 2,106.8 1,100.2 1,484.1 276.2 222.5 55.6 c 68.3 0.0 585.72

Yakutat 4,829.5 1,748.2 3,040.7 752.1, 596.7 75.5 \ 152.7 200.8 148.05

*Detai3 not classified

Source: Alaska Department of Education, Alaska Unorganized Borough School District, Center for Northern Educational Research.
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REAA

Instruction Total Total Plant
Total Total Regular and Instr. General Opera)iions S Total Pupil

Operations Instructional Support Support Maintenance Support Total Pupil Food
Expenditures Expenditres Expenditures Expenditures Support Services Transport Services Tote'

per ADM per ,AE:1 per ADM per AEM per ADM per ADM pet AlM 7.7.=: :.07' Al!:

N.W, Arctic 64,791.3 21,612.8 $2,L01.6 2315.3 $1,590.1 $ 0.0 $ 0.0 1489.3 505.53
Bering Strait 3,611.5 1,500.0 2,916.8 869.2 3,500.0 0.0 0.0 516.5 1E6.65
Lower Yukon 5,079.1 2,303.3 2,772.1 112.8 1,921.7 0.0 0.0 266.4 231.35
Lower Kuskokwim 3,586.6 2,121.1 261.1 293.1 0.0 27.4 263.9 1,329.15
Kuspuk 5,863.5 ,933.0 3,031.6 643.1 1,907.1 0,0 0.0 391.7 264.32

S.W. Region .

e _ 4,483.2 - - 1.883.5 - - - 2,6E4.9 282.2 1,015.3 - - 0.0 - 11.8 493.4Lake and Feninsulal

Aleutian Cbain
_ 4,411.6

Pribilof Islands
- - - 2,595.3 - 2,317.0 599.2 1,326.6 - - 0.0 0.0 168:8 409.47

Adak 2,506.2 1,366.3 1,538.4 323.5 396.4 6.0 0.0 117.3 642.99
Iditarod 3,611.5 1,565.6 1,565.6 62.7 1,235.4 0.0 0.0 239.9 242.31 f
Yu',:cn-Koyukuk 2,051.9 1,710..= 2,550.7 329.8 1,280.2 0.0 0.0 420.8 E36.1.1"J
YUkon Flats 5,622.1 1,624.6 3,011.4 480.9 1,751.9 0.0 30.1 8.0 ,250.
:)ppar Railbalt 4,119.7 1,675.6 2,13,9 557.1 907.4 0.0 231.1 26 1.68

Delta/Greely
1,037.5 - - - 1,411.1 - - - 1,726.2 - 240,3 - - 666.3 - - - - 0,0 - - - 209.2 -,- - 185.6 - - - 1,155.44Alaska Gate4ay

Copper River 3,393.3 1,324'1:5 1,371.7 217.2 622.7 0.0 397.2 273.9 717.20
,ette island 2,593.5 1,167.9 1,657.6 255.8 443,6 0.0 343.1 202.1 413.36

Chatham
)

ands
- - - 2,300.4

S.E. Is). ;

- _ _ 1,72:3.9 _ _ _ 2,523.1 367.2 - 744.7 _ _ 0.0 _ _ 10,1 _ 47.1 - - - 429.26

Chugach 3,667.9 2,533.1 2,748.6 43.4 723.3' 0.0 0.0 86.4 71.24
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District

Detail of CxpenCitures Per Instructional Unit for School Districts cnd REAA's, 1975-76

Total

To-ial 1975-76 RegnL:r Instruoticn & General Operations & Pupil Support Pupil Transport

ExpenCitures/ Instruction Instrscticnal Support Maintenance Services Service Food Service

Instructional Ex?ences S-4port Expenditures Expenditures Expenditures Expenditures Expenditure

Unit per I:tst. Unit per Inst. Unit per Inst. Unit per Inst. Unit per Inst. Unit per Inst. Unit per Inst. U4

Anchorage

2ristr.1 Bay

ndr;

Fairl'anks

Galena

ainco
,
;..conin

Hytenurg

Kenai.

Yetchikan

King Cove

Xla::cck

Ko2iak

.2:67anuska-Susitna

Nenana

No7..

Velaez

Wre.gell

Ya'r,izat
rs

;.7..an.ail no: avaiI.a.Lle

$37,554 $20,235 $24,729 $2,852 $5,166 $2,032 $1,343

22,592 5,033 7,433 1,026 2,120 1,379

31,327 12,077 21,809 3,214 ,4,220 516 322 826

L7,275 11,319 34,1E4 6,112 3,728 1,7i9 1,007 1,2170.

42,153 "J2,212 -;7,459 6,345 6,899 0 1,446

3;,499

35,767 14,153 23,61;1 5,827 5,558 1,540 652 2,548

18,422 2$,409 4,028 4,658 688 1,234 0

26,543 a5,86: 25,450 5,618 5,295 25 0 2,155.

35,910 17.736 25,147 0 3,765 0 1,993

32,353 14,139 19,001 4,236 4,85) 1,368 1,434 1,227

31,729 12,593 22,504 5,159 2,594 56 567 848

36,557 a . a

36,229 20,706 24,447 2,875 5,032 1,214 1,618 1,037

23,725 9,229 18,622 5,455 4,128 0 54 506

29,030 13,792 18,296 6,:192 4,588 0 0 23

14,279 23,022 : 4,840 1,134 643 677-

36,637 14,370- 21,546 4,537 747 3,551 1,468

41,329 13,116 24,935 6,392 6,2:5 651 2,925 191

42,270 22,057 27,901 4,519 10,140 1,714 859. 736

23,344 29,71. 11,757 19,427 E06 1,099 3,ses

2/,444 a 1,

52,597 15,222 20,745 3,656 3,693 845 1,075 582

40,207 12.097 21,541 6,799 8,962 135 0 3;169

33,595 19,147 22,544 4,232 4,193 901 865 956

SCE 13,608 18,802 3,748 973 0

7,405 24,393 6,C154 7;615 0 0 3,424

42,515 14,8'41 26,716 5,095 7406: 239 3,081 624

30,731 *

27,911 14,105 12,026 2,541 2,653 713 877 0

44,583 16,195 28,135 6,960 7,521 708 1,506 1,858

:curse: Alaska 01parter: cf Education, Alaska Unorganized Borough School District, Center for Northern Educational I&esesrch.
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Total 1975-76

Expenditures/

Instructional

RZAA Unit

4:)
Total

*Regular Instruction E

instruction Instructional

Expenses Support

per Inst. Unit per Inst. Unit

General

Suppont

i:xoendtures

per inst. Unit

Operations E

'Maintenance

Expenditures

per Inst. Unit

Pupil Support

Services

Expenditures

per Inst. Unit

Pupil Transport

Service Food Service

'Expenditures Exp6nditure

per Inst. Unit per Inst. Um

1.W. Arctic $47,625

3ering Strait 56,357

Lower Yu'4on 45,194

lower %uskc.wi'n 51:C45

51,561

Region
35,190

Iake and Peninsulat

Aleutian Chain

Fr".ilof Islands

-26,5:5

40,291

Yuon Flats 53,079

40,205

.:elta/Treely
33,976 -

AlasFa 1:ateway

Copper Fiver 37,369

Annette IS:and 35,735

( 25,295'.

Chugach 37,321

$15,703

13,575

20,495

19,079

17,031

_ _ 13,200

14,770.

20.426

11:49S

14,705

15,332

161,597

- 15,523

14,605

16,092

- 11,742

25,877

$23,557

24,915

24,720

30,543

26,710

_ _ - 21,051

_ - 20,1E5 _

23,449

15,1E0

22,7q

28,431

21,433

- - - 19,655 -

20,522

22,640

- - - 17,973 - -

28,014

$3,1q
7,374

1,004

4,047

5,666

_ 2,217 - _

_ _ 5,220 _ _

4,537

505

2,834

4,540

5,518

- 2,644 -

2,510

3,525

- - 2,502 - -

503

$15,723

29,694

17,099

12,860

15,922

_ 7,961 _

_ 11,558 _

5,925

9,072

11,011

16,539

8,987

- 7,332 -

5,861

6,11.2

- - 5,074 - -

7,993

$

_

-

- -

o

0

0

0

0

0

0

0 -

0

0

0

394

0

92

0

1,504

0

0

284

2,289

2,302

4,377

473

- 123

0

$4,846

4,382

2,371

3,801

3,363

- _ 3,868

_ _ _ _ 1,470

1,754

1,751

3,517

3,286

2,578

- - - - 2,042

3,018

2,785

- - - 323"

681
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Ta'r)le 1\43

Detail of Regular Instruction Expenditureo
Per ADM, 1(-7-7C.

Place

\.

Total
Certified
Salaries

Classified
Salaries

Certified 5
Classified
Alaries &
Employee
Benefits

Purchased
Sel ,ices

Supplies,

Texts,
Equipment,

Etc.

Anchorage $1,149
Bristol Bay 1,692 $1,333 * $1,456 $27 $210
Cordova 1,140 922 $45 1,058 8 73
Craig 1,146 772 95 946 50 150
DilUnt', 1,150 931 71 1,095 0.2 66

Fairbanks 1,067 898 * 991 8 68
Galena 1,599 1,268 106 41,511 13 71
Haines 1,392 .% * * * *

Hoonah 1,524 1,057 213 ..,406 20 98
Hydaburg

i

1,746

Ji.nau 917 763 85 848 8 60
ake 1,525 1,187 25 1,285 3 237
Kenai 1,139 911 32 1,031 4 105
Ketchikan 1,425
King Cove 1,112 827 15 987 11 114

Klawock 1,762 1,292 234 1,603 8 151
Kodiak 1,173 * * * * *

Matanuska-Susitna 1,074 870 37 989 5 80
Nenana 1,398 * * * * *

Nome 1,751 * * * *

North Slope 2,233 1,222 447 1,834 122 283
Pelican 2,219 * * * * *

Petersburg 1,146 938 45 1,078 4 64
Selawik 1,275 954 38 1,084 19 171
Sitka 1,350 * * * * *

Skagway 1,190 1,016 -.'; ! 1,100 *
!St. Marys 918 709 19 796 ..,

..-

.88

119
Unalaska 1,720 1,341 50 1,513 30 177
Valdez 1,053
Wrangell 1,100 * * * * *

Yakutat 1,749 1,190 101 1,434 18 297

Detail not available

Source: Alaska Department of Education, Alaska Unorganized Borough School District,
Center for Northern Educational Research.
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Blace

lable

Peail or 1er,ular Instz'uctionai Pxpenditures
Per Instructional Un't, 175-79

Certitiec! '.

Classi Supplies,
Salarie.,3 r Texts.,

Certified Clacified ;:mployee Purchased Equipment,
Tot 1 '7,:laries Thiaries Benefits Services Ftc.

Anchorage
Bristol 13,3

Cordova
Clair
Dillinrham

Fairbanks
Galena
Haines
qbonah
Hydaburg

Juneau
Rake
Kenai
1,etchikan

1.in9, Cove

$20,33 *

16,190 512,794 913,935 9246 $2,010
13,077 10,579 9512 12,140 97 939
11,519 7,769 960 9,506 4913

...,..,- '-),E.139 745 11,572 .- 597

11,H: 14,741 * 16,269 1 )8
1 ,1,.

14,153 11,222 943 13,407 119 82,7
1t1, 5 *

1,991 10,999 2,215 14,632 206 1),323
17,936 * *

1,,,13:.7, 11,771 13,081 130 ,227
16,59.0 12,916 273 13,997 28 '2,595
19,100 12,974 oH 14,570 51 1,4E0
20,7V :: -:: :':

9,299 5,994 129 8,230 90 1142

1.1awck 13,790 10,112
,Kodiak 14,979

Matalkska-Susitna 114 ,970 12,044 . 511
Nenana 13,119
Nome 22,0:,7

North Slope
; 'ican

Sitka

rsbarr

Sjogway
StN, Marys

Unalaska
Valdez
Wrangell
Yakutat

7,405

14,841

1:2,,Lec

105

19,195

-r2etai1 not ova;lable

12,519
9,051

11,618
5,723

11,59,8

4,991

35L,

12,549 60 1,163

13,996 69 1,105 i

*

* * f

I19,124 1,275 :,'ILI:..

14,398 53 :551 i

10,209 184
*

111,600 1,CCS
6,427 21 555

13,055 262
I

.1 5,297 1

Source: Alaska 1 Alaska Unor ganized Borough School Pitr.,.t,
Center for Northern Eductional. Research.
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CORRECTED
2/16/77

UNIVERSITY OF ALASKA

February 9, 1977

Dr. Nathanial Cole
\Deputy Commisioner
1Department of Education
Pouch F
Juneau, Alaska 99811

Dear Nat:

I am enclosing with this.letter copies of a composite cost .of livin
index for Alaska, prepared pursuant to the Center for Northern Educational
Research's (CNER) School Finance Study contract with the Department of
Education. The index was developed by the Institute of Social and Economic
Reeaza- under subcontract to CNER. It is an integral part of the report on
instructional unit allotments which is now nearing completion. As developed
for the report, the index displays the relatioriships of the various inter-
regional costs and exanines the relationship betwuen the index and the
instructional unit allotments now in use.

Although the composite index more accurately reflects the regional cost
of living differences than the presently used index, it should not be regarJed
as a substitute for substantive adjustrionts of the current instructicr:11
unit allotments in the Public School Foundtimi PrograM. In the judgment
of ISER and CNER staff menhors who al,:s preptiri the

allotment report, cost of living differences b.,..ar onl
to the costs of delivering educatio:101 services throi::::Iwlilt t no stat1-..

As the i:r;ift co.,,y of the report
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UNIVERSITY 01:ALASKA

,zithanidi Cole

Deplity commiss.2;io

co::.posite i% to snl ziy

regional cost clats;
The cwiTesite index j s ly Uctter tloasu rL. of inter-
regional cost of I ivi n d fft!rences th.31.1 is the sa 13 ry surve,. iniA\
usod in estahlishing Chi? i nstriict ionad al lotment
porcontages.

Thus, if stos 3re t:aen to Td just the inst ional unit 3 11,_Iterits
to butt cost ef living dal a, ciO.Lc th:in tho composito
iniiox is hotter.
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INSTRUCTIONAL UN1T ALLOTANT TO A COMPOSITE TOTAL
CONSUMPTION IDEX ELECT16N DISTRICT

(Ancbol'age = 100)

CurTent Instructional
Unit Allment

Election District (District:: or REAA Affected)

1 (Craig, Hydaburg, Ketchikan, Klawock,
Chatham, Annette Island)

2 (Kake, Petersburg, Wrangell)
3 (Sitka)

4 (Juneau, Southeast'Islands)2
5 (Haines, Hoonah, Pelican, Skagwav)

S (Yakutat) .3

6 (Cordova, Valdez, Copper River, ChugaCi)

7 (Matanuska-Susitnal
8 (Anchorae)
9 (Seward)4

10 (Kenai)

11. (Kodiak)
12 (King Cove, Unalaska, Aleutiii (hain, 'ribilol

Islands, Adak)5
15 (Bristol Bay, Dillingham, Southwest Region,

Lake and Peninsula)
14 (Lower Kuskokwim)

15 (Galena, Kuspuk, Idita-cd Area, Yukon-
Koyukuk)0

15 (Nenana, Upur Railbelt)7
16 (Fairbanks, Pelta/Greely, Alasha Gate.way)

16 (Yukon Flats)
17 (Nome, orthwest Arctic)S

:17 C;oFth
IS Pc,-H7
lo (Lowc1

(Without isolation
factor or minimum
percentage)

A Total Consumption
index Adjusted

to Llection Districts

100.00 100.0
103.75 105.0
103.75 105.0
100.00 95.0
107.50 107.5

107.50
115.00 112.0
103.75 102.5

100.00 100.0
107.50 (112.5)

107.50 110.0
107.50

126;27, (152.5)

(152.5)

150.(o,) 160.0

135., li5.0
111.25 112.5

153.75 137.5

133'.75 155.0

1179
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INSTRUCUONAL UN1T ALLOTMENT TO A COMPOSITE TOTAL
CONFUMPTION INDEX BY ELECTION DISTRICT

(Anchora:.o ,-. 100)

Notes to Lahle 1

This i'ofI :ts consumption of food, housin!;, transportation,
nth , 1 and i'ursonil care. It was derived Id 2.5 per-

cent ini:remc::t: fro7 the avera.- Composite Total Consumption Indy:.
for schools rh.)wa in Fable :1. f adopted, the numhors would he
used :1;1 thu way as the cl!l-ront Foundation Program,regicaat,
indices: zha is, for schoo]s whose headquarters a more tin:a

5 m:les trom rai!7oad, hip,hway, or ferry ConnectiGA to Anchora,e,
i:airhans, or Ket hiN[in, the index is multiplied by an additional

Percent 1:1:tor to .!eI:ewr'.ne the final allotment. The index
should not be reardod 1!:ore ac'curatc than 4- 5 percent.

SIL1 -LiitprOX 11:1:11;' 5 peroent 17clow those of Lot alLan ,
.

to tho 1s canr,od h lower food nrices in Juiv, 1076,
which may FL' a s!-Iistical aberration. The index for 2 uncan :s

prohahlv ,Ilof;or to 10P.O.

la',./itm!t n1iy
Pruha due to to ,reato! :sola:ion.

rermy-ed so:1 !

-11

inlet P,oromyl; S,ao

col:r) .o to od

1


